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« Ce ne sont pas les prix qui déterminent tout, 
mais tout ce qui détermine les prix »
Pierre Bourdieu
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particular relationships that these governments have established with the neoliberal 
development model, and with the associated institutions whose bases were built during 
????????????????????????????????????? ????????????????????? ????????????????????????????
???????????????????????????? ?? ???????????????????????????????????????????????????????
of trade openness and the market liberalisation of the Chilean economy, analysing the 
correspondence between the actual results of the implementation of the Chilean model 
of development and the neoliberal forecasts. Additionally, we will analyse the process 
of the consolidation of the institutional environment and governance institutions, 
regulating the Chilean economy framed on the rules of the game inherited from the 
dictatorship period and consolidated during the selected period of analysis.
???????????????????????????????????????????????????????????????????????????????? ???????
economy and the functioning of its institutions, throughout the selected period, is a 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????
In order to describe the way in which we develop this analysis, we outline in this 
introduction our selection of key research issues and our research approach, followed 
by a short overview of the research hypothesis and the components of the analytical 
framework. Finally, we summarise the structure of this dissertation.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 34
34
1.1. The Research Agenda and the Key Research Issues 
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????????????????????????????????????????????????????????????????????????????????????
associated with the neoliberal paradigm. Throughout this research, we will understand 
“neoliberalism” to be the intellectual project, born in reaction to the post-war welfarist and 
????????????????????? ????????????????????????????????????????????????????????????????
????????????????????????????????????? ?????????????????????????????????????
In this sense, the “neoliberal” appellation was commonly used in this research with an 
only descriptive purpose. It focuses instead on the need to establish a clear distinction 
between the neoliberal and the neoclassical approaches, a confusion that is quite common 
in many analyses. Neoliberal economic views are strongly founded upon neoclassical 
models, but even though the microeconomic and macroeconomic foundations of 
neoliberal approach are strictly neoclassical, both kinds of thinking cannot be analysed 
????????????????????????????????????????????1
Neoclassical economics sometimes is called “mainstream economics”, however, the label 





In that sense, outlining of what mainstream economics is, requires the assumption that 
this concept, in essence, verbalizes the volatile character of economic thought which, 
??????????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????? ???????????????????????????? ??????????????????????????????????????????????????
rights of private property, individual freedom, unfettered markets and free trade. This view assumes that 
the role of the state is to create and preserve an appropriate institutional framework for such practices, for 
????????????????????? ?????? ???????????????????????????????????????????????????????????????????????????????
of private property and support free functioning markets. In addition, it assumes that if they do not operate 
?????????????????????????????????????????????????????????????????????????????????????????????????????????

















that it is debatable whether neoclassical economics is still mainstream. Several prominent 
???????????????????????????????????????????????????????????????????????????????????
answers to the economic challenges of present times, but political and academic 
?????????????????????????????????????????????????????????????????? ??????????????????
of neoclassical economics in the academic and political scenery, rest on the fact that it 
is not only a singular economic approach, it is essentially a “metatheory”. It is a set of 
??????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
approaches end up weakened given their absorption of key aspects of neoclassical 
?????????????????
However, Chile present a singular situation to this matter. Neoclassical economics 
is not only overwhelming dominant inside the leading academic institutions, it is 
considered as the only serious theoretical approach to be supported by any well-
trained economist.2
??????????????????????? ?????????? ?????????????????????????????? ??????????????????????
that approach as the guaranteed mainstream economics. Especially considering the fact 
that about 90% of Chilean academic and research centres, are controlled by scholars 
????????????????????????
The fundamental shared conclusions of those who adhere to the neoclassical economists 
????????????????? ?????????????????????????????????????????????????????????????????????????
?????????? ?????????? ??????? ????????????????????????? ????????????? ????????? ?????????????? ?????????
25, october 2015.
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think that “positive economics is, or can be, an o´bjective`  science, in precisely the 
????????????????????????????????????????????????????????????????
“Developing this discussion is more fruitful in the case of Chile than other Latin 
????????????????????????????????????????????????????????????????????????????????????
systematic, and associated with clearly negative results for each country. In Chile, on 
the other hand, neoliberal reforms have been carried out for more than forty years, 
have been of great depth and consistency and are usually seen as a success story for 
????????????????????????????????????????????????????????????????????????????????
satisfaction, not only by the neoliberal elites, but also by multilateral organizations, 
????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????? ?????????????????????????????????????
correspondence between the standpoints that constitute the theoretical framework 
??????????????????????????????????????????????????????????????????????????????????
success of this model and therefore the adequacy of policy proposals, including the 
?????????????????????????????????????????
In our opinion, with the aim of evaluate Chile’s neoliberal economic model, was 
appropriate to use as a criterion the factual validation of its proposals, a benchmark 
that is otherwise accepted by its supporters as the only adequate. 
Consequently, the focus of this thesis simply was to investigate if the predictions 
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
trade openness, accomplished to produce a new framework of allocation of resources 
or if, on the contrary, other factors of rather institutional origin, were ultimately 
????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
hypothesis, that means, evaluating the Chilean model from the validity of its predictions 
??????????????????????????“The research agenda and the key research issues”???
It was not our intention to inquire about the internal logic of the neoliberal model, 
nor about the veracity of its ground-assumptions, nor about the causal relationships 
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?????????????????????????????????????????????????????????????????????????????????????
had not tried to submit to rigorous empirical evidence the veracity of the set of causal 
?????????????????????????????????????????????????????????????????????????????????
research of this nature, because each one of these topics merits in itself to elaborate an 
???????????????????? ????????????????????????????????????????????????????????????????????
and analysis of empirical antecedents which could allow endorse or refuse the veracity 
????????????????????????????????????????????????






As Chile is the typical case generally cited as a success, it seemed appropriate face up 
to the empirical evidence, the outcomes of the opening process, especially those that 
are generally indicated as proof of the “Chilean model success”. Therefore, if we only 








ensure the transition from a developing economy to a fully developed economy. For 
that reason, the neoliberal proposal consists in an unambiguous political program 
which intend to be implemented, from the State, pretending by that way to enhance 
????????????????????????????????????????????????????????
Given that, we conclude that would be clear which, if the neoliberal projections about 
???????????????? ???????????????????????????????????????????????????????????????????
of neoliberal policies and the obtaining of economic indicators superior to those that 
??????????????????????????????????????????????????????????????????
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Undoubtedly, this research path, from a theoretical point of view may look like somewhat 
??????????????????????????????????? ???? ?????????????????????????????????????????????????
??????????? ?????????????????????????????????????????????????????????????????????????
Latin America at this time, a continent in which the bulk of the discussions aimed at 
???????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????
??????????????????????????????????????????? ?? ?????????????????? ??????????????????????
???????????????????????????????????????????????????????????????????????????????
the neoliberal hypothesis would not be possible through this methodological way 
???????????????????????????????? ????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
of the causal relationships in which the neoliberal approach sustains its projections.  
??????????????????????????? ??????????????????? ?????????? ???????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
countries and use long time series, in order to be able to draw conclusions of general 





of a working hypothesis, the neoliberal-neoclassical standpoints generally applied to 
????????????????????????????????????????????????????????
Chilean economic trade openness and market liberalisation made it possible for the 
Chilean economy, from 1973 onwards, to equip itself with an adequate macroeconomic 
????????????????????????????????????????????????????????????????????????????????
mechanism. As a result, the Chilean economy produced a reallocation of its factors of 
production (capital and labour), from its most backward toward the more productive 
and globalised sectors. Because of this, labour of upgraded productivity witnessed 
greater remuneration, in turn improving domestic income distribution, the market 
competition and the competitiveness of its economy. This allowed the country to 
generate growth rates that led it to converge, both at the level of its GDP and 
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productivity, with the more developed economies, especially those belonging to the 
OECD, to which Chile was incorporated in January 2010.3
The conceptual basis of this assessment is that: a combination of macroeconomic 
equilibrium with changes in relative prices induced by the process of trade openness, 
followed by a process of liberalising and resizing of the state role, would automatically 
????????????????????????????????????????????
Our intention was not to test the likelihood of the neoliberal hypothesis from the inside 
of its own story logic. As we said before, we do not intend to demonstrate that the 
economic variables to be analysed are functioning following the neoliberal proposed 
pathway. Our logic was the inverse. 
??????????????????????????????????????????????????????????????????????????????????
of development was implemented in Chile forecasting to obtain certain results if a 
set of policies, guided by the neoliberal hypothesis, can be implemented.  However, 
????????????????????????????????????????????????????????????????????????????????????
granted, and secondly, we have doubts about the veracity of the hypothesis that holds 
that neoliberal model ever will obtain economic results superior to those of any other 
alternative model that could be implemented in substitution to it. 
There is no doubt that is not possible to deny that the Chilean model, has been consistent 
and depth and, as we have tried to show throughout this investigation, this is due 
to the fact that the neoliberal project has been supported by a strongly institutional 
project. The Chilean model is not a group of isolated measures of neoliberal orientation, 
????????????????????????????????????????????????????????????????????????????????????
well-designed, tightly implemented and solidly argued model was implemented and 
is still being implemented. It does not present any gaps or severe discontinuities. On 
???????????????????????????????????????????????????????????????????????
Nevertheless, the apology of the Chilean neoliberal model, presents some weak points 
in its argumentation, an issue which we have tried to show in this dissertation. 
??????????????????????????????????????????????????????????????????????????????? ???????????? ??????????
academics and politicians with regard to the impacts of the process of trade opening and liberalization 
of markets implemented in the country from 1973 onwards.
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Its emphasis on market mechanisms and on the price system in particular, underlines 
????????????????????????????? ????????????????????????????????????? ?????????????????
friendly economy” etc. look as sensible arguments, but these variables are presented 
and defended by local neoliberal, from outside of history and, particularly, from 
outside the institutions, an option which tends to situate the discussion on a merely 
theoretical level, assuming as granted that the analisys of real outcomes of the model 
????? ???????????????????????????????????
In the arguments of the Chilean neoliberals, it seems that the only institutional elements 
??????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
markets and the property rights associated to them. In sum, within this approach, 
????????????????????????????????????? ???????????????????????????????????????????
If the claims previously reviewed by way of the working hypothesis are correct, no doubt 
it could be argued that the Chilean model of development has been very successful, 
focusing on prices and markets, moreover, if we believe in the accomplishment of 
forecast of Chilean neoliberals, would be sound to think that its conceptual bases 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????? ????????????????????????????????????? ???? ????????
??????????????????????????????????????????????????????????????
The combination of neoliberal macroeconomic policies and the associated institutional 
structure of the Chilean markets have indeed produced new relative prices in the 
economy. However, the performance of Chilean market is very contradictory to 
neoclassical and neoliberal forecasts. In fact, is not clear if the reallocation of a critical 
??????????????????????????????????????????????????????????? ???????????????????????????
??????????????????????????????????




it would imply that Chilean trade openness has been not successful in establishing a 
???????????????????????????????????????????????????????? ?????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
situation would be the contrary. In this case, trade openness and market liberalisation 
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????????? ????????????? ???????????????????????????????????? ???????????????????????
price system in the process of resource allocation, we would have found a clear point 
at which the neoliberal hypothesis fails in the core element that supports the credibility 









1.2. Neoliberal and Non-Neoliberal Approaches about 
Relationships among Markets and Institutions
From the late eighties, the view that institutions are the key to the development and 









the search for evidence that is inconsistent with a hypothesis and that indicates that a hypothesis is untrue 
????????????????????????
??????????????? ????????????????????????????????????????????????????????????????????????? ???????? ????
tried to be adequately resolved following the methodology lines described in this chapter. 
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Simultaneously, many authors increasingly argue that economic institutions are 
?????????????????????????????????????????????????????????????????????????????????????????







technical basis” which are the most appropriate economic institutions for developing 
???????????????????????????????????????????????????????????????????????????????????
viewpoint, of clear neoclassical roots, have gradually been incorporating elements of 
neoliberal thinking.
Neoliberalism assumed that actors are inherently self-interested and that their 
instrumental rationality has a “natural” character depending of human condition and 
in any way, must be considered as socially constructed or culturally and historically 
determined. They sustain that, if social and economic actors were allowed to freely 
behave, their performance would improve, and they would bring about optimal results.
???????????????????????????????????????????????????????????????????????????????????????????
for the establishment of a competitive market itself. On the contrary, it tries to hide 
that situation by presenting the new institutions as spontaneous and evolutionary, 
naturalizing processes which are essentially political. However, as we will show in 
?????????????????????????????????????????????????????????????????????????????????????




perspective, showing that institutions captured by corporate interest might actually 
????????????????????????????????????? ??????????????????????????????????????????
??????? ??????????????????????????????????? ????????????????????????????????????????
openness, deregulation and privatization, as has been implemented by neoliberalism, 
continue being, all over the world, a policy issue without a clear solution.
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The policy proposals of neo-liberal character declare that trade openness promotes 
????????????????????????????????????????????????????????????????????????????????
competitive advantages, dissemination of knowledge and technological progress, 
and encouraging competition in domestic and international markets. In addition, 
??????????????????? ??????????????????????????????????????????????????????????????????
when the areas of specialization promoted by trade enjoy increasing returns to scale 
????????????????????
The non-neoliberal side assumes that the presence of market imperfections can lead 
?????????????????????????????????????????????????????????????????????????????????????
economic activities, and specialization away from technologically advanced sectors. 
?????????????? ??????????????? ??????????????????????????????????? ?????????????
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
?????????? ????????? ? ? ?? ? ????????????????????????????????????????????????????
??????????????????????????????? ?????????????????????????????? ??????????? ?????????
coordination mechanisms induced by trade openness and by evolutionary economic 
processes contrast with the usual market mechanisms, based on relative prices, and the 
assumptions related to steady-state equilibrium of the traditional theory of growth.
??????????????????????????????????????????????????????????????? ????????????????????????
?????????????????????????????????????????????????????????????????????????????????
those changes, the country has replaced its historical pattern of development, producing 
???????????????????????????????????????????????????????????????????????????????
???????????????????????????? ??????????????????????????????????????????????????
The policy proposals promoted by neoliberalism in Chile have brought about a buoyant 
??????????????????????????????????????????????????????????????????????????????????
neoliberal policies have resulted in arduous disputes about convenience to reduce 
state regulations and associational activity. However, our research does not pretend 
to analyse all these issues. Our interest is narrower, focusing on the relation between 




more and more upon markets as a device that lets countries solve all issues related to 
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resource allocation. For this reason, our research aims to analyse the consequences 
of the neoliberal reform and liberalisation process of the Chilean economy that was 
??????????????????????????????????? ????????????????????????????????????????????????
????????????????????????????????????????????????????????????? ??????????????????????????
Secondly, evaluation must be placed on the actual characteristics of their institutions 
????????????????????????????????????????????????????????????????????????????????????
economy. And a third key issue to be appraised is dominance or subordination of 
institutions in relation to induced changes in relative prices resulting from as a result 
of trade liberalization.
From these three perspectives, we will evaluate the feasibility of a wider applicability 
?????????????????????????????????????????????????????????????????????????????????
neoliberalism. In our research, we develop some empirical testing and a theoretical 
????????????????????????????????????????????????????????????????????????????????
economic performance of markets on the other. To this respect, we will use economic 
????????????????????????????????????????????????????????????????????????????????????
supposed success of the neoliberal model of development implemented in Chile. Firstly, 
we will develop a critical analysis of some of the leading assumptions that underlie 
the implementation of these neo-liberal policies. Secondly, we will analyse the most 
???????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????
Notwithstanding the neoliberal approach considers important to introduce itself only 
as an economic project theoretically oriented to re-establish the “natural” market s´ 
operation, strengthening full competition within them, in the real word it has been 
a large-scale project concerned with political, economic and social institutional 
changes- but not necessarily oriented in that direction. For that reason, we will intend 
to demonstrate that the Chilean neoliberal model of development is only disguised 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????? ?????????????????????????????????????????????????????????????
Chilean neoliberalism was the introduction of a new institutional framework.
In fact, the neoliberal model of development must not be thought-out only as a “de-
regulation” process of Chilean economy markets. The process was a little bit more 
???????????????????????????????????????????????? ??????? ???????????????????????????
?????????????????????????????????????????????????????????????????????????????????
range of arrangements that outlined the governance of those markets.
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However, as we will demonstrate in this dissertation, contrary to what proponents of 
neoliberalism asses, the new market s´ governance does not necessarily yield a more 
?????????????????????????????????????????? ???????????????????????????????????????????
??????????????????????????????????????????????????????????????????????? ????????????
system of resource allocation.
?????????????? ??????? ??????????????????????????????????????????????????????????????
a decade, or based on the consistence of policy proposals in relation to theoretical 
neoclassical assumptions, even though it is the preferred argument from multilateral 
institutions, is clearly inadequate.
The origin of neoliberal reforms, implemented by the military dictatorship that ruled 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????? ?????????????????????????????????????????????????
?????? ????????????? ??????????????? ?????????????? ?????????????????????????????????
this process of reforms after the return of democracy has only begun to be critically 
?????????????????????????????????????????????????????????????????????????????????
?????? ???????????? ??????????????? ??????????????????????????????????????????????????
is concentrated on the years between 1990 and 2009, which were the less studied in 





??????? ?????????????? ??????? ????????????????????????????????????????????????????
????????????????????????????????? ?????????????????????????????????????? ??????????
???????????????????????????????????????????????????????????????????????????????????
the behaviour of individuals, which determine: prices, income, wealth and growth. 
?? ??????????????????????????????????? ?????????????????????????????????????????????????????????????
From 2010-2014 there was an important change in the administration of the State when the right wing 
???????????? ??????????? ????????????????????? ??? ????????????????????????? ???????????????????????
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based on methodological individualism, is assumed that in many areas, the economic 
structures determine the behaviour of individuals.7
??????????????????????????????????????????????????????????????????????????????
national income, the national production, the total supply, the aggregate demand, 
social consumption, social investments and social savings. Each of these variables 
begun to be analysed as part of the determining structure of the performance of the 
???????????????????????????????????????????????????????????????????????????????????
not dependent on the behaviour of individual producers, or consumers, but rather 
from the will of the State.
?????????????????????????????????????????????????????????????? ?????????????????????????
outcomes. From his point of view, the action of the Government should be prioritised, 
because he saw as necessary that the rules of the game must be defended and implemented 
by the State, as a precautionary way of enforcing a good performance of the economy 
???????????????????????????????????????????????????????????????????????????????
ways in which the State could interact with the activities of economic agents, focusing 
on the rules and laws, which from the political arena, give the capitalist economy its 
particular institutional structure.
??????? ?????????????????????????????????????????? ??????????????????????? ????????
??????????????? ????? ??????????????????? ???????????????????? ?????????????????????
a particular version of that view, which is usually called: “Latin American Structuralism”. 
?? ??? ??????? ??????? ??????????? ?? ?????? ???????? ??? ??????????? ???????????? ?????? ????? ??????? ????
???????????????????????????? ???????????? ????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
during the inter-war period the hegemony of his approach did not imply at all the disappearance of 
neoclassical thought, nor of the Austrian School, nor of the Old Institutional Economy.
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heterogeneity of the peripheral economies, at the level of sectors, scales and regions in 
which production was organised. To simplify, the ECLAC proposed a key role for the 
State in terms of macroeconomic policies and strategies of productive transformation 
of macro and micro impact.
From this last approach, an attempt to carry out an ambitious programme of 
transformation was promoted in Chile during the years 1970 - 1973, which attempted 
??? ?????????? ??????????????????????????? ??????????????????????????????????????????
of spending and aggregate demand, whose purpose was to alter the patterns of 
consumption, savings and investment whilst a social movement arose to enhance the 
transition to Socialism.





underemployment. Therefore, its replacement by other economic models was urged and 
this tension deepened in Chile, framed by the possibilities that saw the commencement 
?????????????????????????????????????????????????????????????????????????????????
neoliberal programme implemented in a national economy as a whole.
As we also discuss in detail in Chapter II, this process took place in Chile in the 1970s 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
economy occurred in Chile amidst a dramatic political process, contemporaneous 
?????????????????????????????? ????????? ???????? ???????????????????????????????????????
????????????????????????????? ????????? ?? ?????????????????????????????????????????
large set of institutional changes in Chile, which have led us to analysing the role of 
Chilean neoliberal institutions as a critical determinant of the country’s political and 
economic performance.
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?????????????????????????????????????????????????????????????????????????????????
and socialism,8 proposing a heterogeneous set of institutions constituted by: rules of 
the game, formal institutions, normative institutionalised principles and cognitive 
principles based on neoclassical economics.
The Chilean process of neoliberal reforms was accompanied by far-reaching institutional 
changes in three areas: property rights, market institutions and the democratic 
decision-making processes. In each of these areas, from 1973 to present day, they have 
???????????????????????????????????????????????????????????????????????????? ?????????????
by others. This essentially political process ended in the authoritative enactment of a 
new Constitution in 1980.9
The processes of institutional change as described here are often conditioned by 
political and economic paradigms, which have to be institutionalised over time. In 
the Chilean case, the neoclassical paradigm, with its new macroeconomics based 
on assumptions of microeconomic behaviour of individual actors, was presented as 
??????????????????????????????????????????????????????????????????????????????????????
that, on that conceptual basis, supported politically by a military dictatorship, the 
trade openness and liberalisation process takes place. The promise associated with 
?? ?????????????????????????????????????? ????????????????????? ???????????????????????????? ????
???????????????????????????????????????????????????????????????????????????????????????????????????????
incorporated into its programme. The fall of this Government is due to various additional causes: The 
???????????????????????????????????????????????????????????????????????????????????????????????
lack of a common project of social change among the supporters of “Unidad Popular” government. 





9 On September 11, 1980 a plebiscite was held, convened only one month in advance, in order to 
approve or reject a Constitution drawn up by a “Commission of constitutional studies” and a “Council 
of State”, whose members were appointed by the military junta. The opposition denounced the lack of 
guarantees for the legitimacy of the election act. Indeed, there were no electoral registers, there was not a 
census of voters, and there was no proportional access to the media by the opposition. The country lived 
????????????????????????????????????????????????? ????????????????????????????????????????????????????????????
have a district attorney to monitor the regulate development of the process and there was not an election 
?????????????????? ?????????????????????????????????????????????????????????????????????????????? ???????
conception of the new draft Constitution irregular, but so was the plebiscite whereby it was supposedly 
approved, since it did not have the necessary minimum guarantees.
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this policy was ambitious: growth, development, productivity, competitiveness and 
poverty reduction.
Unlike other neoclassical currents, such as the theory of endogenous growth,10 
the neoliberal program applied in Chile did not rest upon the idea of development 
understood as a process based on endogenous factors, but in changes in the system 
of relative prices. The installation of these prices was supported by non-inclusive 
political institutions, which went on to become the cornerstone of the neoliberal 






















to be the optimal procedure for testing the truth of our working hypotheses, and an 
??????????????????????????????????????????????????????????????????????????????????
10 The theory of endogenous growth will be discussed in the following chapters.
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be then investigating if, against the grain of the neoclassical-neoliberal enthusiasm, 
???????????????????????????????????????????????????????????? ?????????????????????
to demonstrate that in Chile, the openness and liberalisation process over the last two 
?????????????????????????????????????????????????????????????????????????????????
raise the living standards of the Chilean people in a sustainable way.
1.4. Main Issues to be analysed and Questions to be answered
If the presence of radical and consistent trade openness and market liberalisation were 




problems are related to the usefulness of neoclassical and neoliberal analysis and review 
?????????????????????????????????????????????? ???????????????????????????????????????
by this analysis.
??? ????????? ??????????????????????in the Chilean context), is related to a crucial 
question: Was it realistic to assume that changes in relative prices inducted by 
trade openness and market liberalisation were enough to promote improvements in 
competitiveness and productivity, and to enable convergence with more developed 
economies?
2. The second issue to be analysed is related to a second question: For a developing 
economy like Chile’s, are keeping a pro-market orientation, defending property rights, 
achieving a certain macroeconomic balance and driving “macro reforms”11?????????????
11 The reforms ????????????????????????????????????? ?????????? ??????????????????????????
institutions.
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achieve economic development, or are there other policies and institutional changes 
required, at the microeconomic and political levels, to attain this objective?
?????????????????????????????????? ?????????????????????????????????????????????????????????
of inconsistencies between the neoliberal proposals and the empirically observable 
reality of the Chilean case. If we were able to refute the hypothesis formerly proposed 
at 1.1, it would be possible to change the focus of this research from the relative-prices 
area to another one: the setting up of appropriate institutions.




that this outcome was not achieved.
The growth of the economy is also a well-established fact, to the point that no country 
in the OECD shows growth rates higher than those of Chile, at least over the period 
?????????????????????????????????? ???????????????? ?? ????????????????????????????????
chapters, it is not at all clear if these rates are enabling the convergence of Chile with 
the remaining countries of the OECD within a reasonable period of time.
Similarly, given Chile’s relatively high GDP/ per capita within Latin America, its 
economy is considered prominent in the sub region. Additionally, some multilateral 
???????????????????? ????? ???????????????????? ?????????????????? ??????????????????????
??????????????????????????????????????????????????????????????????????????????????
international bodies call “right” for the progress of all developing economies.12
????????????????????????????????????????????????????????????????????????????????????? ??
are uncertain as to whether Chile really possesses all the right and necessary institutions 
????????????????????????????????????????????????????????????????????????????
???????????? ?????????????????????????????????????????????????????????????????
really possesses, institutions whose quality be able to produce the type of economic 
growth championed by these organisations and which they declare to be oriented to 
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??????????????????????????????????????????????????????????????????????????????
necessary to answer the former two questions and a third one of crucial relevance:
3. ???????????????? ??????????????????? ??????????? ????????????? ??????????????????? ???
achieve economic development or, on the contrary, are the quality of institutions the 
???????????????????????????????????????????????????????????????????????????????????
Good institutions are those that stimulate agents’ activities associated to a high level 
of social return by drawing together high private and social returns, ensuring a more 
?????????????????????????????????????????????????????????????????????????????????
sense to assume that such allocation will operate through the system of relative prices.
??????????????????????????????????????????????????????????? ???? ???????????????????????
essential elements of the country’s economic structure, in such a way that enables 
us to understand the Chilean economy and its macro-tendencies. On this basis, the 
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
focus will be put on showing the presence, or not, of the outcomes that neoclassical 
theory and neoliberal proposals have traditionally associated with the implementation 
of their policy recommendations. Hereafter, we will identify and discuss systematically 
a number of hypotheses that together make up the core of the neoliberal paradigm.
1.5. Components of the Analysis
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????? ????????????????????????????????
this research substantiates the claims of Chilean trade openness and market liberalisation 
???????????????????????????
a. High economic growth
??? ???????????????????????????????????????????????????????????????? ???????
c. A convergence of product and productivity
d. A widespread dissemination of technical progress and innovation in the 
productive fabric
e. A decrease in poverty and inequality
f. A new set of institutions of economic governance, enforcing the market s´ 
competitiveness.
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If all these assertions, or the best part of them, had been undertaken in the Chilean 
economy, we should conclude that the neoliberal proposals are satisfactory and have 
????????????????????????????????????????? ?? ???????????????????????????????? ???????
economy and its process of trade openness and market liberalisation are signalling 
a viable path to development, that perhaps some other economies would be wise to 
????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
???????????? ???? ????? ??????? ????????????????????????????? ???????????????????????
prices do not operate with enough force to enable the achievement of each one of 
??????????????????????????????????????????????????????????????????????????????????
To elucidate these issues in the course of this research, our analysis of the period under 
?????????????????????????????????????????????????????????????????????????????
1. The real relationships between trade openness, market liberalisation, the 
???????????????????????????????? ?????????? ???????????????????????????????????
?????????????????????????????????????????????????????????????????????????
sizes of companies in the Chilean economy.
??? ???? ??????? ??? ?????? ??????????????? ???? ???? ?????????????? ????????? ?????











and levels of poverty and inequality.
??? ????????????????????????????????????????????????????????????????????????????????
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????????????????????????????????????????????????????????????????????????????????????
problems while macroeconomic have been considered as secondary. There is a clear 
reason for this. The neoliberal programme originally implemented in Chile had a 
??????????????????????????????????????????????????????????????????????????????????
system of relative prices to redesign the micro-fundamentals of economic life. It was 
assumed that the natural result of that would be an accelerated process of development, 
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????? ??????????????????????
Thus, subsequent interventions conducted within the neoliberal framework emphasised 
the macroeconomic themes over the microeconomic.
??????????????????????????????????????????????????? ???????????????????????? ??????
??????? ?????????????????????????????????????????????????????????????????????????????
words, “the major rules of the game” that determined the further development of the 
economy. This happens because governance institutions tend to operate at the level of 
individual transactions, which are then conditioned by the institutional environment in 




governance. Then, in the period under study, which we will analyse and discuss in 
terms of the evolution of the Chilean economy, the institutional environment only 
??????????????????????????????????????????????????????????????????????????????????????









of the game which markets organised in a neoliberal way tend to embody.
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??????????????????????????????????????????????????????????????????????????????????????
??????????????????????? ?????????????????? ?????????????????? ???????????????????? ????
???????????????????????????????????????????????????????????????? ?????????????????????
the above three questions which we have raised to resolve:
1. Has the original neoliberal character of this model been conserved after the end of 
dictatorship, without modifying its nature?




structure set out below.
1.6. Thesis Structure
The structure of this research is outlined in Chapter I. This chapter describes the 
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????? ????????????????????????????????????????????
areas around which the research will be centred and the structure of the chapters that 
make up this thesis.
In Chapter II, we analyse the historical and economic characteristics of the neoliberal 











Processed on: 20-2-2019 PDF page: 56
??
?????????????????????????????????????????????????????????????????????????????????
and liberalisation on the convergence of product and productivity in the Chilean 
economy, trying to establish the degree to which this country is converging with 
more developed economies.
??????????????????????????????????????????????????????????????????????????????????
system of relative prices installed by the trade openness, its relation with the processes of 




allocation process on the Chilean economy. However, given that there are severe 
????????????? ????????????????????????? ?? ?????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
or by the institutional structure of the Chilean economy.
??????????? ??? ?????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
productivity strata of the Chilean economy. In that chapter, the characterization of 
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????? ???????????????????????????? ??????




related to the behaviour of the Chilean triangle: Growth, Poverty and Inequality, 
????????????????????????????????????????????????????????????????????????????????????????
chapter, we try to determine the relationship between the persistence of inequality, 
regressive income distribution, the process of poverty reduction and the economic 
??????????????????????????????????????????????? ??????????????????????????????????????
the Chilean development strategy. In the course of this chapter, we also analyse the 
anatomy of income distribution in Chile: 1990-2009, the evolution of inequality in the 
distribution of monetary and non-monetary incomes, the impact of social spending on 
????????????????????????????????????????????????????????????????????????????????????
arrangements prevailing in the labour market.
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??????????? ????? ?????????????????????????????????????????????????????????????????????
the political side, the roots of the concentration process at the level of the institutional 
environment and at the level of institutions of governance. Here we emphasise the 
????????????????????????????????????????????????????????????????????????????????????
the State and the rules of the game that have make stronger the increasing market 
and non-market power of Chilean business groups. This Chapter also deals with the 
constitutive elements of the rules of the game, both economic as well political, that 
?????????????????????????????????????????????????????????????????????????????????????????
on the economic development process implemented by Chile. The process of economic 
concentration is analysed by observing how it links to the process of institutional 
capture of Chilean governments by the economic elites. Here, based on the previous 
?????????? ????????????????????????????????????? ??????????????????????????????????????????
institutional environment and at the level of the arrangements that determine feasibility 
to obtain the development goals that the country seeks to achieve.
???????????????????????????????????????????????????????????????????????????????
conclusions of our study, which we hope will enable, from an institutional perspective, 
a new evaluation of the failures and achievements of the Chilean development model 
and of neoliberal proposals.
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Chapter 2
A Neoliberal Star Is Born: Genesis and Evolution of 
“The Chilean Model”
The objective of this chapter is to describe and analyse the historical and economic 
characteristics of the neoliberal development model implemented in Chile from 1973. 
????????? ?????????? ?????????????????????????????????????????????????????????????????
showing the presence in Chile of strong relations between academic thinking and 
??????????????????????????????? ?????????????????????????????? ????????????????????????
????????????????????????????????????????????????????????????????????????????????????
political Chilean development during the last forty years. In third place, we develop 
??????????????????????????????????????????????????????????????????????????????????????
trade openness and market liberalisation, and the discussions developed by the leading 
????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????? ?????????????????????????????????
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2.1. Chile in the Seventies: From Moderate Socialism to Radical 
Neoliberalism
Chile is a small country that has been outside the sphere of interest of the international 




social democratic and communist perspectives, merged with the structuralist thinking 




??????????????????????? ??????????????????? ???????????????????????? ??????????? ?????
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
this country must be subject to a comprehensive analysis before being declared, as 
neoliberals do, part of a successful development strategy whose claim of adequacy and 
universality can be guaranteed.
??????????????????????????????????????????????????????????????????????????????
???????? ??????????????? ???????????????????????????????????????????????????????? ?????
?????????????????????????????? ?? ???????????????????????????????????????????????????????




European Social Democratic left-wing, who were sympathetic towards the kind of 









military dictatorship that took control of the country started to drift away from the 
????????????????????????????????????????????????????????????????????????? ??????????
a laboratory of emerging neoliberal policies. This phenomenon preceded and was 
implemented in a more radical way than in countries with similar economic reform 
?????????????????????????????????????????? ?????? ?????????????? ??? ?????????????
?????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
not always consistent, economic policies. It is important to keep in mind that these 
policies were applied under special circumstances and in a small country ruled by a 
politically isolated dictatorship. This was before they became a formal model of social 
??????????????????????????????????????????????????????????????????????????????????
????????????? ??????????????? ??????????????????????????????????????????????? ????? ???
????????????????????????????????????????????????????????????????????????? ????????????
?????????????????????????????????????????????????????????????????? ?????
This model, from the end of the 70’s, was vehemently promoted beyond Chilean 
frontiers by some of the most conspicuous theorists of the then emerging neoliberal ideas, 
??????????????????????? ?????????????????????????????????????????????????????????
???????????????????14 The apparent success of the Chilean economy has meant that 
this enthusiasm has not vanished with the passage of the years, and that “The Chilean 
13? ?????? ?????? ?????? ???????????? ??????? ?? ?????? ???? ???????? ?????? ?????? ??? ??????? ????? ????????? ???
??????????????????????????????????????????????????????????????????? ??????????????????????????
?????????????????????????????????????????????????????????????????????????? ?????????????????????
?????????????????????????????? ?????Dalia Ventura: Why is the coup in Chile so emblematic. September 
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??????????????????????????????????????????????????????????????????????????????
beyond the borders of the country.
2.2. What is the Chilean Model?
???????????????????????????????????????????????????????????????????????????root 
metaphor” that constrains how scientists theorise and model a phenomenon and thus 
arrive at testable hypotheses. In this way, every social and economic model tends to be 
??????????????????????????????????????????????????????????????????????????????????????





vision fully consistent with the former description. On this basis, the stylized group of 
assumptions and policies that were part of it, quickly assumed their intention to change 
????????????? ??????? ????????????????????????????????? ??????????????????? ???? ??????





1. The subsidiary economic role of the State in the economy.
2. The unilateral or negotiated openness of the economy to global markets, 
accompanied by a radical liberalisation of domestic markets.




However, each one of these elements does not solely constitute a neoliberal economic 
??????? ???????????????????????????????????????????? ?????????????????????????????
integrated into a unique macroeconomic package, which support microeconomic 
????????????????????????????????????????????? ??????????????????????????????????????????
characterized at least by:
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 63
??
1. The installation in all areas of unrestricted private property rights.15
2. The full determination of prices through market mechanisms, barring a handful 
???????????????????????????????????????????????????????????????? ??????????
3. The opening of the capital account of the balance of payments in such a way 
????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????




• Substitution of welfare state policies by conditional subsidies focused on the 




and health and social welfare services, which were placed, largely, in the hands 
of private corporations.
In the Chilean case, other features were the adoption of “neutral” economic policies, 
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????? The adaptation of 
15 In the Chilean case, the property rights were incorporated as an essential part of the Pinochet s´ 
??????????????????????????????
?? The early economic policy of the military dictatorship was contained in a document called: “The 
??????????? ??????????????????????????????????????????????????????????????????????????????????????????
????????????????????????? ?????????????????????????????????????????????????????????????????????????
contributions by various others economists also trained at the University of Chicago. This alternative 




by specialists, who later formed part of the advisory team, as ministers, undersecretaries of state or 











???????? ??????????? ??????? ???????? ?????????????????????????????? ?????????????????????
??????????????????????????????????????????????????????????????????????????????????
amendments and adaptations were adopted in a very pragmatic way, keeping the 
general validity of principles and institutions established by neoliberalism, allowing 
us to distinguish at least two distinct periods.
?????????????????????????????????????????????? ??????????? ???????????????????????
Chilean economy began its liberalisation and subsequent openness, following the impulse 
???????????????????????????????????????????????? ?????????????????????????????????????
?????????????????????????? ????????????? ??????????????? ????? ??????????????????????
??????????????????????? ??????????????????????????????????????????????????????????????????
free trade agreements that introduced some relevant reforms, but simultaneously 
?????????????????????????????????????????????????????????????????????????????????????
????????????? ?????????????????????????????????????????????????17 using the starting 
?????????????????????????????????????????????????????????????????????? ???????????
separate both periods based on an event of a political nature, the end of the Chilean 
????????????????????????? ??????????????
This decision was based on the fact that, until very recently in Chile, the dominant 
opinion was that after the end of the dictatorship, the neoliberal character of the 
economic model changed almost simultaneously with the inauguration of the newly-
elected post-dictatorship governments, modifying the neoliberal nature of the Chilean 
???????????????????? ???????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
dictatorial political regime. This fact colours most of the economic policies associated 
welfare and social security systems were included.
17? ??????????????????????????????????????????????? ????????????????????? ????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????
into the transfer of the Administration, will not be considered in our analysis
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with this era.18 It is for this reason that too many Chilean analysts, especially those 
?????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
policy implementation, refusing to accept the hypothesis that assess that actually there 
???????????????????????????????????????????????????????????????
The acceptance of this last hypothesis would imply that, despite new democratic 
governments having at times operated beyond the narrow practical limits of the 
neoliberal view established during dictatorial rule, they have mainly continued 
operating within the ideological and economic frontiers imposed by a neoliberal 
???????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
leaders, because an acceptance would be equivalent to admitting that the neoliberal 
????????????????????????? ??????????????????????????????????????????????????????????
????????????????????????????????????????? ????????????????????????? ????????????????
18 From 2010, the advance in the velocity of change around this appreciation has been astonishing. 
????? ?? ???????????????????????????????????????? ??????????????? ?????????????????????????????????????????





???????????????????????????????????????????????Breaking with Neoliberalism did not occur in the area of 
???????????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????????????
area of restoring previous levels of taxes and social spending (..), and in the change of rules for unionization, 
collective bargaining and a minimum wage, along with a regular social dialogue. The result of this option has 
been the doubling of the GDP per capita average growth rate since 1990, compared to that prevailing in the 
period of dictatorship of 1974-1989. The consequence of it was that Chile exhibits in 2007 an income per capita 
that is the highest in Latin America... and has increased its participation in the world economy since 1990”. 
(Martner, 2009:85-89. Authors’ translation and underlined). In other words, this means that the rupture of 
the new Chilean governments with the neoliberal model would lie not in the presence of changes in 
????????????????????????????????????????????????????????????????????????????????????????????????
management and the distributive improvements introduced by the new administrations. However, in 
?????? ????????????????????????????????????????????????? ????????????????????????? ????????????????????
by the economic powers. Additionally, he sustains that, without changes in this, there consequently 
would be the consolidation of: “a model of market society imposed at the time by violence, based on negative 
individualism and the absence of socio-economics structures that would ensure civilized levels of equal rights 
and opportunities to all citizens.”?????????????????????????????????
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the defeat of the dictatorship was less essential than holding his narrative, decreasing 
thus the political power and legitimacy of the elites who led this process.19
Our opinion is that even if it is true that, after 1990, the new centre-left wing 
?????????????????????????????????????????????????????????????????????????????????





institutional arrangements, the majority of which were established and consolidated 
after 1990.
As we will show in detail in section 4.2, the changes associated with the abandonment 
of the neoliberal-monetarist approach in 1982-84, introduced changes perhaps more 
radical than those amendments launched in 1990. That assessment will be clearer when 




neoliberal nature of the model of development, tend to be supported by political 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????
Successive democratic governments, post 1990, must move within dangerous “mine-
??????? ??????????????????????? ????????????????????????????????????? ????????????
same time struggling to maintain electoral support. For that reason, their options were 
?????????????? ???????????????????????????????????????????????????????????? ?????????
sometimes scant-motivation to implement radical changes but, on the other hand, any 
???????????????????????????????????? ?????????????????????????????????????????????
was unacceptable for many of the foot soldiers of the new administrations. Then it 
19? ????? ???????? ??? ???? ???????????? ????????? ??????????? ?????? ????????? ???? ???? ?????? ???








From this derives the on-going ambiguity as to the economic programmes of the Chilean 
Governments that succeeded the military dictatorship. As a result of this, our research 
assumes the point of view that appraisals about the “rupture” of the post-dictatorship 
Chilean governments with the neoliberal model, should only be taken into account 
as a hypothesis that needs to be proved and should not be accepted without question.
The neoliberal package described above is a consistent group of political, macroeconomic 
??????????????????????????????????????????????????????????????????????????????????
interest to merely mediate between groups of private agents. The role of the State in 
this process of mediation was visualised as being minimal.
?????????????????????????????????????????????????????????????????????????????????
model has continued being a neoliberal one, cannot be linked to the attempts to 
maintain, or raise, the ceiling of any minimum thresholds of social negotiation. That 
???????????????????????????????????????????????????????????????????????????????????
or discontinuity of the rules of the political and economic game. This means that the 
issue is an institutional one.







second would lay the foundations for a radical change of the rules of the game. In 
light of this, one of the major concerns of this thesis is to establish what the dominant 
force that has prevailed during both reform periods has been: change or continuity.
In other words, this is an enquiry into whether the neoliberal fundamentals of the 
???????????????????????????????????????????????????????????????????????????????
crucial problem that has become the centre of the political and academic discussion 
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2.3. The “Anomalies” of the Neoliberal Model from 1990 to 2009
The arguments that, both in Chile as abroad, claim that, after 1990, there was a kind 
of reversal of the neoliberal identity of the Chilean model, are based on the presence of 
????????????????????????????????????????????????????????????????????????????????????
attributes of an economy that follows neoliberal orientations. Several of them will be 
analyzed in the following chapters, however we will refer here to two main topics 
that, for this purpose, are frequently used in the discussions about Chile.
2.3.1. Why the largest copper company in the world be a State-
owned Chilean company?
Chilean copper was completely nationalized in 1971 by President Allende. During the 
?????????????????????????????????????????? ??????? ??????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????21 Using these resources 
the Chilean armed forces have gained recognition as one of the most powerful in the 
South American continent. Given this, there was a permanent military opposition to 
any neoliberal attempt to re-privatize Codelco in such a way that could result in the 
armed forces losing control of these substantial amount of resources.
????????????????????????????????????????????? ?????? ????????????????????????????????
dictatorial period, when in 1981, after the promulgation of the neoliberal constitution 
??????????????????????????????????????????????????????????????????????????????
promulgated, launching a new concession category, called: “full concession”. This law 
20 It is not an easy job to analyse the crucial point, which has led to the popularity of the Chilean 
???????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????? ?????????????
that the eventual Chilean “success” obey to the abandonment, by the post-dictatorship governments, of 
the essential elements of the neoliberal theoretical grounds.
21? ?????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
could access its contents.
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allows those who discover mineral deposits to obtain the concession of these practically 
????????????????????????????????????????????????????????????????????????????????????
Chilean State would like to recover the deposit later, it should pay to the company 
that has the concession, the equivalent of the present value of the invested capital and 
???????????????????????????????????????????????????? ??????????????????????????????????????
Constitution states that copper will always remain the property of the State, or regardless 
of the fact that 40% of large cooper mining it is administered by a State company.22
In simple words, the dynamics are as follows: The State of Chile has large copper 
?????????????????????????????????????? ?????????????????????????????????????????????????
wants them back, it must pay multinationals the value of everything the copper that 
?????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????
However, these guarantees, the large mining multinationals did not invest in Chile while 
the dictatorship was in functions, given the uncertainty that its long-term investors 
had in relation to the uncertain scenarios that, at that time, presented the transition 
to democracy. Foreign investment began to arrive only after 1990. However, by the 
end of the dictatorship such large number of mining concessions had been delivered 
?????????????????????????????????????????????????????????????????????????????????????????
were deployed, only 40% of the national copper production remain at the hands of 
?????????????????????????????????????




amounts to the national treasury. Codelco between 2002 and 2011 produced 35% of 
??????????????????????????????????????????????????????????????????????????????????
22 Prior to the enactment of this law, 100% of the Chilean copper mining reserves belonged to Codelco. 
??????????????????????????????? ??????????????????????? ????????????????? ???????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????????
?????? ????????????????????????????????????????????????????????????????????????????????? ?????????????
did not have a higher cost for the large cupriferous multinationals, but the realization of major investments 
???????????????????? ???????????????????????????????????????????????????????????????????????????????????????









production contributes to the State almost two thirds of the total income that it receives 
from the large mining industry.
Privatizing Codelco is not an easy task, without the Chilean State discovering how to 
?????????????????????????????????????? ???????????????????????????? ???????????????????
which constitute 80% of the company’s transfers to the State. The remaining 20% 
?????????????????????????????????????????????????????????????????????????????????????
Given this, the privatization of Codelco without replacing those sources of income, 
would risk an economic crisis of the Chilean State that would collapse it, generating 
a social crisis of magnitudes impossible to evaluate.
A second limit to the privatization of 100% of the large copper mining industry, 
through the privatization of the 40% that Codelco still has, is a task that requires capital 
??????????????????? ?????????????????? ?????????????????????? ??????????????????????
to deal with this problem. The only eventual buyers would be large multinational 
companies and obviously, the local business groups, which control the economic life 
of Chile, have no greater interest in promoting a process of that nature, of which 
otherwise they would not be a part.23
Therefore, a last element of the neoliberal strategy in relation to Codelco has been to 
privatize it internally through out-sourcing practices.24
??????? ?????????????? ??????????????????????? ??????????? ??????????????? ?????????
in December 2005 the subcontracted workers were 9,495, distributed among 333 
23 This situation shows that, the great political ability of the Chilean neoliberal project, to disguise its 
model, when it faces high levels of political opposition, does not mean that such tactical agility should be 
confused with a renunciation of its program.
24 According to the CEO of CODELCO, the company has about 19,000 of its own workers and 38,000 
????????????????????? ???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????? ??????? ???????????????????? ??????????????????? ??????????????




levies on the surplus that Codelco should generate.
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????????????????????????????????????????????????????????????????????????????????????




??????????????????????????????? ???????????????????????? ????? ?????????????????????
????????? ???????????????????????????????????? ???????????????????????????????????
work aimed at providing other minor services. However, Codelco’s own workforce 
in that mining division ascend only to 4,933 own employees.25
The operation of this mine of the state company is repeated in the other mines, 
in which only 52% of the workers belong to it and the remaining 48% to private 
companies, gives a pretty close idea of the level of value-added transfer from Codelco 
to the private sector.
Then, the subsistence of this large public enterprise, cannot be alluded as incongruous 
???????????????????? ????????????????????????????????????????????????????????????????????
of a neoliberal model in 100% of the areas of the economy.?? This situation, however, 
has not discouraged Chilean neoliberals from privatising a large part of Codelco and 




implies a substantial rupture with the neoliberal model, therefore, the conclusion of that 
assessment is assuming that, introduction in Chile of some forms of state regulation 
?????????????????????????????????????????????????????????????????????????????????????
new administration of the Chilean State with the neoliberal model.
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??????????????????????????????????????????????????????????????????????????????????????
of these covers from the beginning of the 1990s to mid-1997 and the second the 
subsequent period.
????????????????????????????????????????????????????????????????????????????????
inherited from the dictatorial period were not a priority by the new authorities. On the 
???????????????????????????????????????????????????????? ?????????????????????????????????
?????????????? ??????????????????????????????????????????????????? ??????????????????????
to enter the country. In addition, liberalization measures were taken in several areas: 
????????????????? ??????????????????????????????????????????????????????????????????
was reduced from three years to one year and the issuance of bonds and shares abroad 
?????? ??????????????? ??????????????????????? ??????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????? ???????????????????????
prepayment of debts abroad was also liberalized, as well as the minimum percentage 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????? ??????????????????????????????????????????????????????????????




spending, which represented more than 75% of domestic aggregate demand, showed 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
This high growth in spending allowed a strong appreciation of the Chilean peso, 
??????????????????????????????????????????????????????????????????????????????????
control of the economy.
???? ??????????????????????????????????????????????????????????????????????????????












capital, as the monetary authority intended.
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
which are less volatile and much more persistent. However, the measures adopted 
????????????????????????????? ?????????????????????????????????????????????????????????
??????????????????????????????????????????????????
This was not innocuous. In the beginning of the 1990s, Chile’s domestic private spending 
??????????????????????????????????????????????????????????????????????????????????
the spread and reserve requirements. Given all this, regardless of the opinion of some 
neoliberal hard-liners, heirs to the predominant monetarist approaches in the authorities 
of the dictatorial period, it seemed common sense to assume that an eventual removal 
of the reserve that Chile had been gradually implementing since 1991 would have 
????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
contribution to reducing aggregate spending.




To support at that time the old monetarist recipes which contended that a contractive 
???????????????????????????????????????????????????????????????????????????????????????
in the real sector of the economy, was already out of place: That recipe had failed in 
Chile during the crisis of the eighties and the bulk of Chilean neoliberal academics 
had already abandoned such approaches.















The second period, 1997-2000, was characterized by an increasingly adverse international 
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????












reached 5% of GDP, interest rates rose from 9% to 19% per year and GDP fell to 
-15% in 1999.
It seemed in those years that the positions had been reversed in relation to those that 
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produced a real revaluation of the Chilean currency. Progressives, on the other hand, 
???????????????????????????????????????????????????????????????????????????????????????








Ffrench-Davis, 2001, De Gregorio et al, 2000, Edwards, 1999, Gallego et al, 2002, 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????? ??????????????????? ????????????????????????????
Additionally, the same studies acknowledge that the reserve managed to maintain a 
?????????????????????????????????????????????????????????????????????????????????????????
space for monetary policy action. In general, these studies were not questioned in 
????????????????????????????????? ?????????????????
???????????????????????????????????? ??????????????????????????????????????????????????
while restricting the opening of the capital market did not seem to work. The country 
??????????????????????????????????? ????? ?? ??????????????????????????????? ??????
recession”.28 In addition, the same studies acknowledge that, despite these measures, 
??????????????????????????????????????????????????????????????????????? ????????????
were felt until the end of that decade and marked the end of the golden period of the 
Chilean economy and its impressive growth rates.





28? ??????????????? ??????? ??????????????? ???????????? ???? ??? ???? ?????????????????????????????
economists in the country and holder of impeccable democratic credentials, was at that time the president 
??????? ?????????????????????????? ???????????????????????????? ?????????????????????????????????????????
in which Chile fell in those years.
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?????????????????????????????????????????????????????????????????????? ????????????????
spending induce a recession that could have been perfectly avoidable, just as Chile 
?????????????????????????????? ??????? ???????????????????????????????????????????????
From this point of view, the controls showed rather to be a subject linked to the area 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
epistemological rupture in the economists who led the country with the neoliberal 
???????????????????????????????????????????????????????????????????????????????
economic dynamics. These measures were undoubtedly contradictory with the 
???????????????????????????????????????????????????????????????????????????????????
based on a vision anchored in conceptual principles that assumed, without a mediation 
based on the peculiarities of the conjuncture, the one that “more freedom” for all the 
actors economic was better than “less freedom”, both for the operation of an internal 
????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
more than borders national.
Despite the relatively harmless nature of the introduction of certain capital controls in 





can be a useful tool to lessen the impacts on the local macro- economy of a sudden 
??????????????????????????????????????????????????????????????????????????????????
perspective, which saw these controls as an alteration to the correct allocation of 
resources of any economy.
However, deducing that the adoption of the aforementioned capital controls should 
?????????????????????????????????????????????????????????????????????????????????
???????????? ??????? ?????????????? ????????????????????????????????????????????????
???????????????? ?????????? ????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????








????? ???????????? ?????????????????????????????? ????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
opening of the real sector was consolidated and a new economic institutionalization 
????????????????????????????????????????????????????????????????????? ?????????????????
????????????????????? ??????? ???????????????????????????????????????????????????????
temporarily introducing capital control methods. Even more so if those restrictions 
were applied jointly to a way of administration of the crisis attached to the neoliberal 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????? ?????????????????????????????????????????
as one of rupture with neoliberalism.
?????????????????????????????????????????? ???????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
passed, Chile eliminated these restrictions on capital movements and that is the situation 
that remains today, twenty years later.
2.4. The role of “Founding Fathers” of Neoliberalism in 
Legitimation and Consolidation of the Chilean Model
?????????????????????????????????????????????????????????????????????????????????
that several prominent neoliberal authors have given to it in academic literature. The 
????????????????????????????????????????????????????????????????????????????
ideas served in Chile as the intellectual basis for the denationalisation, privatisation, 
and subscription of international free trade agreements that make up the heart of this 
model. In his view, a military dictatorship was not per se a desirable element, but he 
believed that, in the Chilean case, an authoritarian regime could be very useful for 
depoliticising the economy and separating it from the State in order to eliminate the 
???????????????????????????????????? ????????????????????????????
Such support gave to the Chilean model a paradigmatic characteristic fuelling the 









the high rate of unemployment that towards the beginning of the 1980s, amounted 
????????????????????????????????????????????????????????????????????????????????
companies and public institutions. Given these positive outcomes, Friedman coined 
???????????????????? ??????? ???????29 to describe the results of its recommendations.
?????????????????????????????????????????????????????????????????????? ????? ?????
creation of Friedman or other American Neoliberal economists.30 Friedman and another 
???????????? ??????????????????????????????? ???????????? ???????? ???????????????31, 
played an important and inspirational role for their students. However, their real role 
was essentially one of the legitimisations of their pupil’s proposals within Pinochet’s 
29 There is enough evidence, including the testimony of Friedman himself, that proves the crucial role 
????????????????????????????????????????????? ?????????????????????????????????? ????????????? ???????
?????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????
Friedman proclaimed that the market-driven policies of the Chilean military dictatorship had produced 
“an economic miracle”. He together with F. Hayek, H. Harberger, G. Stigler and other senior Chicago 
economists, played a role of crucial importance in the orientation of the political economics of such a 
????????????????????????????????????????????????????????????????????????????????????? ?????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
the Pinochet regime was “an autocracy that had expanded economic freedoms generating tendencies to be more 
democratic” remarking Chile’s “outstanding performance derived from the free-market reforms instituted by ... 




31? ?????????????????????????????????? ????????????????????????????? ?I would say that, as long-term 
institutions, I am totally against dictatorships. But, a dictatorship may be a necessary system for a transitional 
period. At times, it is necessary for a country to have, for a time, some form or other of dictatorial power. As 
you will understand, it is possible for a dictator to govern in a liberal way and it is possible for a democracy to 
govern with a total lack of liberalism. Personally, I prefer a liberal dictator to democratic government lacking 
liberalism. My personal impression — and this is valid for South America — is that in Chile, for example, we 
will witness a transition from a dictatorial government to a liberal government. During this transition, it may be 
necessary to maintain certain dictatorial powers, not as something permanent, but as a temporary arrangement 









of a neoliberal reform programme, which, additionally, reversed a national process 
of transition to socialism. This process had the aim of evolving a model of radical 
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
is undeniable. Although the governments of neoliberal orientation in Europe and 
???? ?????????????????????????????????????????? ????????????????????????????????????
do not intend to replicate its political institutions, ????????????????????????????????
undoubtedly the same.32
???????????????????????????????????????????????????????????????????????????????????
strategy that followed strict notions that were only based on the assumptions of the 
neoliberal view of process development. At that time, during the mid-1970s, the 
?????????????????????????????????????????????????????????????????????????????????????????????




measures and tools were integrated with the neoliberal principles described above, 
which proposed that human well-being can best be obtained by liberating individual 









33? ????? ??????????????? ??????????? ??????????????? ?????????????????????? ???????????????????????
???????????? ????? ???? ???????????? ?????????? ????? ?????????? ???????????? ?????????????????? ?????? ????
international academic discussion has moved to the arena of the general measurement of the impact 
of openness and liberalisation on growth, inequality and poverty, and more abstractly to the opening 
?????????????????????????????????????????????????????? ?????????????????????????????????????????????????
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???????????????????????? ??????? ????? ??????????????????????????????????????????????????
???????????? ??????????????????????????????????????????????????????????????????????

















34 The monetarists consider that control over the money supply should be the main mechanism for 
???????????? ???????????????????????? ??? ??????????????????????????????? ??? ??????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????????
a programme of laissez-faire based on disregard from the state. On the contrary, it is a government 
programme aimed at the control of economic volatility. The monetarist programme tended to arise, 
???????????? ????????????? ??????????????????????????????????????????????????????? ????????????????????????
ideological alternative in the Hayek style. However, its inclination to the policies of automatic adjustment 
and its emphasis on controlling the money supply so that the quantity of money does not grow faster 
than GDP, was meant to ensure that the “right prices” would be able to induce the automatic adjustment 
of the remaining real variables of the economy. In Chile, this led to neoliberal economist to take on a 
more radical version of Austrian School, the monetarist approach, thought which led to the collapse of 
the economy in the course of 1982.
35 If we analyse the literature of the eighties, we can observe that the most important economic 
????????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????
neoliberalism and monetarism, so that the bankruptcy of monetarism was associated by them with the 
?????????????????????????????????????????????????????????????????????????????????????????????????????????
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This non-monetarist neoliberal approach allowed the economy to overcome the acute 
????????????????????????????????????????????????????????????????????????????????????
growth close to 8% a year. This recovery period provoked in some economists the 
?????????? ????? ?????????????????????????? ????????????????? ??????????????????? ???
be projected to the long term, generating a quick convergence of growth between 
the Chilean economy and developed countries.37
2.5. Was there a Change on the Neoliberal Character of the 
“The Chilean Model” during the 90s?
A second and new period of openness and reforms started in 1990, with the return of 
democracy. From this year on, the Chilean economy faced the challenges of achieving 
a sustained high average economic growth while simultaneously dealing with the 
great “social debt”38 accumulated during the dictatorship. Therefore, a new period 
of the economic model began in 1990 led by a centre-left coalition of Socialists and 
?????????? ???????????????????????Concertación de Partidos por la Democracia??? ?????
presidential campaign political slogans for democratic government were “Change 
with stability” and “Growth with equity”.
During this time, a new emphasis was introduced into the economic programme and 
???????????????????????????????????????????????????????????????????????????????
???? ??????????????????????????????????????????????????????????????????????????????????????????
part of a Neoliberal programme
?? The crisis of 1982 was mainly caused by the revaluation of the Chilean peso, which came about 
?????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????
the Chilean banking system and a fall in GDP of 14.3%, creating an open unemployment rate of 23.7% 
???????????????????????????????????????????????????
37 In general, the supporters of the Neoliberal model who believe in this statement, adhered to the 
??????????? ??????????? ?????????? ????????????? ???????? ?????????? ???? ?????????????? ?????????????
argue that Chile, as with all less developed economies who implement full trade openness and market 
???????????????? ??????????????????????????????????????????????????????????????? ?????????????????????????
learning processes, improve human capital and increase the domestic productivity of capital, all factors that 
would enhance the processes of “conditional convergence” among countries with similar characteristics.
38 Social debt is a concept supported by the idea that social rights should have priority over economic 
?????????????????????????
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??????????????????????????????????????????????????? ????????????????????? ??????????????
that macro-equilibriums were an essential condition to obtain growth with equity. 
However, as we will show throughout this thesis, these reforms were not enough 
by themselves for us to accept the assertion which maintains that because of these 
????????????? ??????? ?????????????????????????? ???????????????????????????????
being characterized as an economic model essentially neoliberal.




pretends to disqualify the Chilean model a priori from any analysis, nor to proceed to 
characterize the Chilean model as neoliberal or non-neoliberal, only in function of the 
??????????????????????????? ????????????????????? ??? ?????????????? ??????????????????
????????????????? ??????? ??????????????????????????????? ????????????????????????????
??????????????????????????????????????? ???????????????????????????????????????????
??????? ??? ????????????????????????????????????????????????????????????????????????
“techniques” and strictly adhered to a “neutral economic logic” of a “positive nature”.
2.6. The relevance of the Chilean experience
????????????????????? ?????????????????? ???????????????????????????????????????????????
economic development theory, is unrelated to the rank of this small country at a global 
?????????????????????????????????????????????????????????????????????????????????????






formalised development model. The scope of this model was not only national. In fact, 
its supporters consider it open to imitation and replication elsewhere, as they estimate 
its implementation has produced positive results.
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?????????????????????????????????????????????????????????????? ??????????????????
an apparently successful combination of growth and poverty reduction. It has inspired 
??????????????????????????????? ????????????? ?????????????? ???????????? ???????
??????????????????????????????????????????????????????????????????????????????????????
its implementation would demonstrate the feasibility of a positive impact of the 
globalisation processes in a developing economy.39
This popularity does not constitute a minor phenomenon in the American continent. 
??????????????????????????????? ????? ??????????????????? ?? ????????? ?????? ?????
????????????????????? ?????????????????????????????????? ?????????????????El Mercurio 
??????????????????? ???????????????????????????????????????????????????? ??????????????
to other nations. “The Chilean experience, and more particularly its successful democratic 
transition and sustained economic growth, is a model for the region and the world and it is 





copy the Chilean development model” because, he said, “the indicators show that is 
???? ????????????????????????????????????? ????????????????????????????
A similar position seems to be gaining ground in Peru, where prominent Peruvian 
?????????????????????? ????????????????????????? ??????? ???????????????????????????
for their country.40????????????????????????????????????????????????????????????????
and some Central American countries, as well as by Paraguayan authorities and the 
???????????????????????????????????????????????????????????????????????
???????????????????????????????? ??????????????????????????????????????????????
1973 until 1990, have muddied the discussion, given that there is not a clear consensus 
??????????????? ???????????????????? ????????????????????????????????????????? ?????????????
after 1990. The discussions and polemics about the neoliberal character of the second 









????????? ???????? ?????????? ??????????????????? ??????????? ?????????????????
Indeed, globally speaking, the analysis developed by academia and the political world 
???????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
of the development processes implemented in open economies that had not been 
?????????????????????????????????????????????????????????????????????????????????








interaction have to be established through the market. They also assert that when this 
is not possible, the focus should be on building markets or in allowing individuals not 
already integrated access to them.
??????????????????????????????????????????????????????????????????????? ????????????????
Firstly, we will analysis the relevance of relationships between trade openness and 
??????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????? ?????????????????????????????????
according to the neoliberal perspective.
???????????????????????????????????????????????????????? ???????????????????????????
institutional environment as a given and focusing its analysis only in the institutions 
??????????????? ?? ????????????????????????????????????????????????????????????????????
the institutional environment. It is summed up in the essential rules of the game that 
??????????????????????? ??????? ???????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????? ???????
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??????????????????????????????????????????????????????????????????????????????????????
adequately answer this essential question.
?????????????????????????????????? ???????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
role of the evolutionary process together with the role that institutions have played in 
shaping Chilean economic behaviour will be the core issue analysed in this study. This 
issue is related to the presence in the Chilean case, of a causal relationship between 
trade openness and market liberalisation, and development. In undertaking this task, 
we will focus our research on the analysis of the rules of the game and institutional 
arrangements that let us define the presence or otherwise of relationships between the 
specificity of Chilean institutions and the outcomes of the trade openness and market 
liberalisation process.41
?????????????????????????????????????????????????????????????????????????????????????
the neoliberal nature of a development strategy, although they are essential elements 
of it. A neoliberal strategy implemented in an economy that remains closed and 
regulated would be something of a contradiction, because all the other macro and 
micro interventions proposed by neoliberals can only be established upon a process 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
??????????????????? ?????????????????????????????????????????? ?? ??????????????????????
of consistency of the neoliberal predictions associated with the implementation of the 
??????????????????????????????????????????????????????????????????????????????
However, we will focus our main interest on the second phase.
Finally, yet importantly, we intend to gauge the successes or failures in the implementation 
???????? ??????????????????????????? ??????????????????????????????????????????? ?????
???? ?????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
emphasising analysis of those institutions that clearly present relevant degrees of 





Processed on: 20-2-2019 PDF page: 86
??
??????????????????????????????????????????????????????????????????????????????????
does not seem easy to detach from the analysis of the harsh controversies that have 
surrounded its development. Nevertheless, we are not referring only to the local 
criticism. In some ways, from 1973 onwards, political and academic discussions 
???????????????? ???????????????????????????????????????? ??????????????????????????
???????????????????????????????? ?????????????????????????? ??????????????????????
about the behaviour of open economies contending in the international environment.





openness was implemented at a deeper level than in any other Latin American or 
??????????????????????????????????????????????????????????????????????????????????
policy was based on unilateral reforms, supplemented by multilateral commitments. 
However, since 1990, Chile’s trade relations have become increasingly focused on the 
negotiation of bilateral trade agreements, showing a clear preference for concluding 
free-trade agreements that do not inhibit its own freedom to undertake further 
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????? ?????????????????????????????????????????????????
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??????????????????? ???? ?????????????????????????????????????? ???????????????????????
in the Chilean economy has operated in such a sustained and uniform way that, in an 
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?????????????????????????????????????????????????????????????????????????????????????
indicator used to estimate it.42
The structural reform processes associated to this full trade openness, have been 
associated with neoliberal theories that have already been in place for almost forty 
years now and their results seem to be remarkable in some areas.
The Chilean economy, compared to any other country in the Latin American region, 
??????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????43 In terms of 
foreign investment, in 2012 Chile attracted almost 28% of all the investments in Latin 
America with $ 30.323 million, while in the same year Chile became the second largest 
???????????????????????????????????????????????????????????????????????????????????
in the region in relation to its GDP per capita.
???????????????????????????????????????????????????????????????????????????????????
?????????????????????? ??????? ???????????????????????????????????????????? ???????????
to be the only country in Latin America that, in the near future, has the potential to 
achieve the status of a developed country.
????????????????????????????????????????????????????????????????????????? ?????
was that trade opening, GDP and productivity convergence with more developed 
economies should be produced through the development of competitiveness engendered 
by openness and markets liberalisation.44




??????????????? ???????????????????? ???????????????? ????? ????????????????????????????????? ????????





44? ?? ???????????????????????????????????????????????????????????????????????????????????????? ???????
case will be developed in chapter 3 of this thesis.
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In fact, if these two elements were to produce an improvement in competitiveness 
and, subsequently, create a growth dynamic that would allow Chile to converge with 
??????????????????????????????? ???????????????????? ??????? ??????????????????????





successfully in the global economy, it has also been suggested that it additionally 
requires the generation of high and rising wages and the provision of an adequate 
living standard for the average citizen and a sustainable political framework. This 
means that competitiveness rests on the long-term production of a location as a place 
?????????????? ????????????????? ??????????????????????????????????????????????????
and workers, and the country s´ economic aptitude to reach levels of high participation 
??? ??????????????????????????? ????????????????????????????????? ???????????????????
????????????????????????????????????? ???????????????????? ?? ???????????????????????
of the following chapters of this thesis, seems to be far from consolidated in Chile.
???????????????????????????????????????????????????????????????????? ?????????????????????






beside Chile s´ trade openness and market s´ liberalization  has been present decline in 
multifactor and average labour productivity.
These scenarios constitute a serious problem that casts doubt on the route by which 
Chile is trying to achieve development. However, it is not desirable to analyse the 
????????????????????????????????????????????????????????????????????????????? ???????
??????? ?????????????????????????????????????????????????????????????????????????????
associated with the evaluation of this model.
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2.8. Trade Openness, Market Liberalisation and Development: 
The Theoretical Debate
In keeping with neoliberal views, one of the key elements of the implementation 
??????????????? ?????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
the development of growth and productivity, and a better allocation of resources. 
???????????????????????????????????????????????????????????????????????????????
openness were conceptualised as indispensable elements that must accompany the 
model s´ implementation. However, without opening the economy to foreign trade, 
these decisions would lack sense. In the neoliberal discourse, trade openness and market 
liberalisation play a role of such importance that not only the economic performance, 
????????????????????????????????????????????????????????????????????????????????
?????????????
Disagreements about empirical evaluation of trade openness and market liberalisation 
????????????????????????????????????????????????????????????????????????????????????
















theoretical and methodological approaches associated with each one of these studies.
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???????????????????????????????????????????????????????????????????????????????
liberalisation on growth are linked to those issues, which have a long tradition and a 
wide scope. Three large schools have dominated the region in terms of the study of 
relationships between economic growth and trade liberalisation: the Latin American 
Structuralism School, the Neoclassical School and the New Endogenous Growth Theory.
2.8.1. The Economic Theory of Latin American Structuralism.
The structuralist model developed by the Economic Commission for Latin America and 
???? ???????????????????????????????????????????????????? ???????????????????????
?????? ???????????????? ???????????????????????????????????????????????????????????????????
These were considered as a key factor in understanding the development process given 
???????????????????????????????????????????????????????????????????????????????????????
developing economies.45 This structuralist analysis questioned the neoclassical notion 
??? ???????????????????????????????????????? ????? ???? ?????????????????????????
as capable of self-regulating and producing situations of stable equilibrium. ECLAC 
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
thinking and the European historicist and institutional schools were instrumental in 
the early years of ECLAC s´ formulation of ideas. National industrialisation projects 
????????????????????????????????????? ??????????????????????????????????? ????????????
in the industrialised countries throughout the three decades that followed the end of 
??????????? ????? ??????????????????
At this time, the political and social climate was permeated by the idea that it was 
possible to adopt national and international strategies for growth, industrialisation and 
????????????????? ???????????? ???????????????????????????????????????????????????????
could be promoted as an alternative to the status-quo, it would change the power 
45 The Latin American economic structuralism has usually been interpreted as a by-product of the 
??????????????????????????????????????????????????????????????????????????????????????????????? ?????
approach. The Latin American structuralist methodology was formed between the 1950s and 1970s, and 
within that period, perhaps the most important thinker within ECLAC that could be associated with this 
?????? ??????????????????????????????????????????????????????????????????????????????????????????? ???
that a combination of structure and history based on the use of economic models to interpret successive 
historical structures, associated with the development of the notion of creativity, be used as a link between 
???????????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????? ????????????????????????????????????????? ??????? ?????????????????????????????????
??????????????????????????????????????????????????????????????????
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and rigidities typical of developing countries that should be dealt with by the State s´ 
?????????????????????????????????????????????????????????????????????????????????????????
????????????????????????
To ECLAC, the ideas of economic development and structural change were closely 
associated. The development process was seen as one of the reallocation of labour and 
capital from the low productivity sectors to the high productivity ones.??
From this perspective, it was assumed that the manufacturing sector was the one that 
would stimulate the productivity increases required for development, generating spill-
?????????????????????????????????????????????????????????????????????????????????????
?????????? ???????????? ??????????????????? ????????????????????????????????????????????
??????
The vision of Latin American development originally postulated by ECLAC was linked 
????? ?????????????????????????????????????????????????? ??????????????????? ????????
this goal was associated with a gradual process of the formation of a Latin American 
??????????????????????????????????????????????????????????????????????????????? 
In their view, economic integration had as a fundamental condition the deployment 
of a national process of industrialisation. ECLAC believed that a Latin American 
??????? ????????????????????????????????????????
This proposal was suggested by ECLAC in 1959:”… The common market isn t´ really 
related to these (pre-existent) activities, such as the ones that should develop from now 
onwards in response to the demands of economic growth. We are mentioning industries 
that have yet to be developed, or even more, that are in an incipient stage of development 
?? From this perspective, the necessary challenges to resolve it do not rest only on the mere accumulation 
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and from which it will be possible bring about with certain smoothness the reduction or 
?????????????????????????????????????? ????????????????????????????????????????????????
On the other hand, ECLAC s´ thoughts not only emphasised strategies divergent to 
those of unilateral trade openness and market liberalisation, but which also promoted 
a strategy strongly focused on the role of the State. At a macro level, ECLAC s´ view 
stressed the presence of cross-sectorial complementarities required in order that the 
???????????????????????????? ???????????????????????????? ??????????????????????????
these was independently viable and the technological requirements, in turn, implied 
??????????????????????????????????????????????????????????????????????????????????????
State appears to be highly relevant. From this situation, one of the most debated of 
????????????????????????? ????????????????????????????????????????????????????????????????
most important agent in charge of solving the structural problems of the coordination 
of investment decisions among actors.
???????????????????????????????????????????????????????????????????????????????????
only ones that possess viability are those implemented by the State as a comprehensive 
plan and not through the isolated actions of other economic actors. These kinds of 
State actions were visualized by ECLAC as more relevant than trade openness and 





In short, to ECLAC a unilateral trade openness and market liberalisation would be 
??????????? ??????????????????????????????????????????????????????????????????????????????
a decrease in a nation’s own technological capabilities and a diminishing share of the 
??????????????????????????????????????????????????????????????????? ?????????????????????
specialisation. This lack of specialisation would be induced by openness, when economies 
become specialised in the production of primary goods whose income-elasticity is less 
than the elasticity of goods imported from these countries. Then, according to this 
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of resources. This task, in ECLAC view, should be assigned to the State rather than 
to market dynamics, since the State is the only economic agent capable of boosting 
strategies that lead to the overcoming of the structural heterogeneity in the peripheral 
economies and the boosting of its development process.
?????????????????????????????????????????????????????????????????????????????????
that they were originally formulated, have lost authority with running of the time the 
?????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
thinking and the second one with the indisputable fact that since the eighties, not 
only Chile but also the bulk of Latin American countries, have opted for models of 





the new public policies that the majority of Latin American governments used to 
????????????????????????????????????????????????????????????????????????
Given that the thinking of ECLAC had been developed as critical to classic-monetarism, 
???????????????????????????????????????????????????? ?????????????????????????????????





approaches. It has been observed that ECLAC’s current thinking does not adequately 
47 In words of ECLAC: “As the evidence shows widely, (since the 191980s, in Latin America), the productive 
????????????????????????????????????????? ?????????????????????????????????????????????????????????????????????????
as a proportion of GDP, is generally lower in these economies... the sum of exports and imports of goods 
and services as a percentage of GDP shows a major upswing over the three decades, pointed in particular in 
large economies that were relatively closed at the beginning of the 1980s. In all large economies and several 
medium-sized economies, the degree that foreign trade has an impact on GDP has doubled, at least in the three 
??????????????????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????????????????
development that deliberately sought greater integration to the external markets.” (ECLAC, 2013: 94),
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?????????????????????????????????????????????????????????????????????????????????? ?????
the dynamics of development processes rest, and the relation of both of them to the 
?????????????????????????????????????????????????????????????????????????????????
????????????????????????? ?????????????????????????????????????????????????????????
of the role of the State as an agent that over-determines the characteristics of structures 
in which it is immersed. Therefore, ECLAC portrays the State as the only means of 
championing the development process, an approach in which “structures” are a concept 
????????????????????????????????
ECLAC view is placed so distant of the main institutional approaches that focus their 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????? ???? ???????????????? ????????????????????????




the constitution of agents or social practices. For this reason, ECLAC s´ approach did 
???????????????????? ????????????????????????????????????????????????????????????????????
the rules of the game that produced the institutional structures which are enhancing 
the heterogeneity of the economies that they aspire to change.
In sum, in ECLAC s´ vision, development depended ultimately on the State s´ ability 
to induce technological progress, underestimating the role and endogenous capacities 
of other actors and what Giddens called “alternative interactions between agents 
??????????????????????????????????????????????????????????????????????????????????????
and the public policies on the modes of organisation of the economic structures are 
not perceived as a process of conformation of institutions, rather a mechanism of 
determination of the economic agent’s behaviour, motivated by the pressures, or 
signals, emanated from the actions of the State that leads the development process.48
????????????????????? ???????????????????????????????????????????????????????????
a decrease in import substitution strategies resulting from their failure to incorporate 
48? ??? ???????? ?????? ????????????? ???????????? ??????????????????? ?????????????? ?????????? ??? ??????
??????????????????????????????????????????????????????????????????????????????????????????????????
associated with dependency theory and from the new neo-structuralist ECLAC s´ approach.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 96
??
?????????????????????????????????? ????????????????????????????????????????????????????
the State and the other agents of change.49
Criticisms coming from the right-wing side emphasise eventual mistakes in the valuation 
of the role that trade openness and market liberalisation and free markets must play. 
??????????????????????????????????????????????????????????????????????????????????
result of real imbalances, manifested in an increase in the general level of prices, was 
also strongly criticised by them.
From the left-wing side, many critics estimated that ECLAC has been assimilated, in 
many areas, to neoclassical-neoliberal thought.50




their emphasis on promoting “policies that seek to correct, complete, or promote the factors’ 
markets - primarily the human capital (education policies), and technology (science, technology 
and innovation policies), as well as attending other institutional aspects that determine the 
environment in which enterprises are developed”??????????????????????
As we will show below, ECLAC s´ neo-structuralist approach shared many of the 
??????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
the technical knowledge and information markets have. In addition, they have points 
in common, considering that, these failures led to an underinvestment in technology 
??????????????????????????????????????????????????????????????????????? ?????????????
policies. Further, the neo-structuralist approach did not criticise the fundamentals or 
the basic principles of adjustment policies. Their criticism was limited to judgements 
49? ????????????????????????????????????????????????????????????????????????????????????????????? ???
???????????????????????????????????????????????? ???????????????????????????????????????“Between 1973 and 
1989, the headquarters of ECLAC in Chile lost what had been until then one of its main assets, the convening 
power of Latin American intellectuals; economists, sociologists, technocrats and politicians from democratic and 
progressive tradition simply ceased to be able to or want to circulate in Chile”.
50? ?????????????????????????????????????????????????????????????????????????????????????????????????????
economic left in Latin America, particularly the centre-periphery model and the framing of development 
???????????????????????????????????????????????????????????????????????????
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????????????????????????????????????????????????????????????????????????????????????
consequences for Latin American countries. It was a critique of the way in which 
things were done and not of the fundamentals of neoliberal thought.
????????????????????????? ?????????????????????? ???? ????????????????????????? ????
constituted the central nucleus of its original thinking, integrating some new analysis 
of structural heterogeneity and income s´ concentration issues. Nevertheless, it has 
discontinued its use of other basic distinctions of old structuralism, i.e. the reference 
to classes or social groups in the study of inequalities in the distribution of income, 
and its implications for international trade.
Additionally, its analysis of the demand side is more prevalent now than in the speech 
of precursors, since they considered that the problems of Latin America were essentially 
?????????????????????????????????????????????????????????????????????????????????????
shows how, in its eagerness to compromise, it has incorporated essential neoclassical 
approaches and ignored others coming from classic structuralism.
2.8.2. The Orthodox Neoclassical Approach and its Neoliberal Drift.
The analysis of the problems linked to the economic heterogeneity and income 
?????????????? ?????????????????????????????????????????????????????????????????????
??????????????????????????????? ???????????????????????? ??????????????????????? ????
?????????????????????????????????????????????????????????????????????????????????????????
perspective, and brought the concept of dual economies into focus.
??????????????) widely describe, the link between the functional distribution of income 
and savings and growth is at the heart of the neoclassical growth model of Lewis and 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
from the structuralist approach of ECLAC already described.
Throughout Latin America, from the seventies onwards, a great deal of theoretical and 
empirical work on economic growth, based on the neoclassical growth model, began 
????????????????????????????????????????????????????????????????????????????????????
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function depends upon the state of the technology. In a steady state, the growth rate 
of aggregate production depends on the rate of growth of the population and the rate 
of technological change and then the rate of growth of per capita output is visualised 
???????????????????????????????????????????????????????????????????????????????????
technological change.
The Solow-Swan model features a unique and stable steady state, which will be achieved 
regardless of the initial conditions. In this model, given that technical progress spreads 
around the world, it is possible to predict that there will be the convergence of per 




approach was the main point of reference for theoretical discussions on the subject, so 
51? ???????????? ?????? ??????? ????????? ????? ?????????? ??? ???? ????? ???????? ??????? ??? ?????????
??????????????????????????????????????????????????????????????????????????????????????????????????????????
only grow at the same rate, but also reach the same income per capita. The Solow model predicts an 
????????????????????????????????????????????????????? ?????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????
negative relationship between the initial level of GDP per worker and subsequent growth when lagging 
??????????????????? ???????????????????????????????????????????????????? ????????????????? ????????????
the Solow paper, but in it, characteristics of technical progress are developed in a more detailed way than 
in the Solow one.
52? ???????????? ????????????????????????????????????????????????????????????????????????????????????????
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that ultimately this kind of analysis of economic growth soon became the dominant 
??????????????????????????????? ????????????????
????????????????? ???????????? ???????????????????????????????????????????????????????????
?????????? ????????? ????????????????????????????????????????????? ???????????????????
perspective, some neoclassical and neoliberal analysts would assume later that, given 
that trade openness and market liberalisation induce changes in relative prices, these 
???????????????????????????????????????????????????????????????????????????????????
and better resources allocation processes that will propel the economic growth by 
????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
and especially from the neoliberal point of view, changes in relative prices stimulated by 
trade openness and market liberalisation should not only result in changes in sectorial 




and to the country in general. In their perspective, competing with companies from 
other countries means that domestic enterprises must sell their products abroad and, 
simultaneously, defend their internal markets from foreign competition.
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Chart 2.1 Neoclassical- neoliberal hypotesis: Impact of trade openness
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To do this they ought to promote, among other strategies, a good price-quality 
correlation in their products so they are attractive to buyers.
To make this happen, companies must organise and strengthen themselves in the 
?????????????? ???????? ??????????????????????????????????? ?????????????????????????
???????????????????????????????????????????????????????????????????????????????
????????? ??????????????????????????????????????????????????????????????????????????????






foreign technologies. Consequently, all these actions would reduce the production, 
logistic and information costs to the economy.




??????????? ????????????????????????????? ????????????????????????????????? ???????????
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
to produce better goods and services, susceptible to demand from consumers both 
nationally and abroad. From this standpoint, the neoclassical-neoliberal public policies 
??????????????????????????? ?????????????????????????? ????????????????? ????? ????????
region, tending to concentrate their goals in a single and simple formula: “make the 
prices right”. They assumed that any sectorial policies or any attempt at industrial or 
economic promotion operating beyond the price system, emphasising the development 
of endogenous capacities, must be rejected and considered counterproductive for an 
????????????????????????????????????????????????????????????????
2.8.3. The Endogenous Growth Theory
Since the seventies, the previously described neoclassical and neoliberal analysis of 
intricate development problems played a hegemonic role worldwide. However, since 
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 101
101
the second half of the 1980s, within the neoclassical thought, some growth models 
began to develop more consistent models than the old-fashioned proposal by Solow-
?????? ????? ????????????????? ???????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
as an endogenous phenomenon and then abandoning tools like the neoclassical 
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Chart 2.2 Eclac’s structuralism and negt hypothesis: impact of trade openness.






contributing to the dissemination of the new approach.
54? ????????????????????????????????????????????????????????????????????????????????????????????????
change is internal to the national economy, being created by domestic private or public enterprise, 
?????????????????????????????????????????????????????????????????????? ??? ??????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????
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?????????????????????????????? ????????????? ??????????? ?????????????? ??????
??????????????
A common point in all these models55 is their concern with a crucial problem of 






?????????????? ???????????????? ?????????????????????????????????????? ????????? ????
open tend to move faster towards their steady state growth path when compared with 









the work through its impact on resources devoted to R&D, education and infrastructure.












an economy to schooling and training.
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of trade openness and market liberalisation is crucial in fostering the absorption of 
?????????????????????????????????????????????????????????????????????????????? ???????????
economies. This means that, in their views, economies that are closed to international 
trade would grow more slowly than economies with a higher degree of openness.
One of the predictions of the NEGT is the absence of convergence of growth among 
??????????? ??????????????????????????? ?????????????????????????? ?????????????????
accelerate capital accumulation and growth in the long term. Endogenous growth 
??????????????????????????????????????????????????????????????? ??????????????
equilibrium, equipped with solid micro-economic foundations. This is associated 
with the NEGT’s divergence from the old representation of the Solow-Swan model.
????? ????? ?????????????????????????????????????????????????? ?????????????????????
?????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
returns. Despite this, the key point that has lent a progressive aura to the NEGT has 
been its rehabilitation of the intervention of the State in the development process.58 
?????????????????????????????????????????????????????????????????????????????????
Despite the “charm” of NEGT derived from their view of the state role, within this 
theory the State is represented in a contradictory way as being at the same time both 
present and absent.
???????????????????????????????????????? ????????? ??????????????????? ????????????????
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????? ?????????????????????????????????????????????? ???
State appears as a key element to justify and formulate proposals of public intervention 
in order to restore a Pareto-Optimal situation. Then, the NEGT recommended policies 
??????????????????????????????????????????????????????????????????????????????????????????
engine of growth. However, at the same time, the State as institution or autonomous 
entity is absent in other areas.
??????????????????????????????????????????????????????????????????????????
economists who arrived in the Chilean Government in 1990. The reason for this 
?????????????????????????????????????????????????????????????????????????????????????
58 For instance, ECLAC s´ structuralism has declared certain sympathy for the NEGT based on their 
policy recommendations, regardless of disagreement with some of the neoclassical theoretical grounds 
in which they are founded.
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paths of per capita GDP growth between countries and provides a new version of 
???????????????????????????????????????????????????????????????????????????????
equipped with multiple equilibriums, ??????????????????????????????????????????????
on knowledge and some formalised Schumpeterian views about stochastic processes, 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????
This new approach of endogenous growth has given rise to several recommendations 
??????????????????????????????????????????????????????????????????????????????







economic, theory that permeates the new theoretical framework. The State institution 
is viewed as unable to reach an optimal competitive balance, even though it is able to 
????????????????????????????????????????????????? ????????????????????????????????????????
interpretations, which leave open options for institutional forms to adopt in order to 
foster development processes. In sum, these new models of endogenous growth are 
not, however, neutral: their “endogenization” is ultimately a by-product of market 
forces and the role of the State, according to them, aims only to promote, enhance 




The economists of post dictatorship governments unreservedly ascribed the problems 
of the economy and development that Chile faced to this new conceptualisation, but 
without using a strictly Schumpeterian perspective.




to private R&D and education that would be the origin of endogenous technical progress.
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public policies, they emphasised utilisation of a macroeconomic tools in a traditional 
??????????????????????????????????????????????????????????????????????????????????
from the early 90s starting to defend points of view, which were closer to the American 
??????? ???????????????????????????????????? ??????????????? than Schumpeter was.
The novel treatment of these issues opened up the possibility, to the new economist 
in charge of the new post-dictatorship governments, of obtaining certain legitimacy 
within the dominant neoliberal economic mainstream, which controlled the domestic 
??????????????? ????????????????????????????????????????????????????????????????????
new policies of State intervention, marking a clear break from the rhetoric that had 
prevailed during the period of military dictatorship.
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????and on the other side, ECLAC s´ structuralism and 
??????????????????????????????????????????????????????????????????????????????????????
group of emerging approaches to the issue under study, the Institutionalist.
2.8.4. The Institutional Approach: Why History Matters.
????????????????????????????????????????????????????????? ??????????????????????????????
in building methodological process whose approach to issues like which are addressed 
??????????????????????????????????????????????????????????????????????????????????




?? Public Choice is the application of the Rational Choice model to non-market decision-making. In a 
more general sense, it has meant the application of economics to political science. That school combines 
the “homo economicus” assumption, under which individuals are seen as seeking to further their own 
self-interest, with an approach to collective action in which individual decisionmakers use the political 
????????????????????????????????????????????????????????
??? ????? ????????????? ???????? ??????????? ???????????????????????????????????????????????????
Neoliberalism was born out of an “unholy alliance between neoclassical economics and Austrian-Libertarian 
tradition” (op. cit., page 4).
??? ????????????????????????????????????????????????????????????????????????????????????????????????????
of physically possible actions, outcomes, take-ups, decision functions, information, and participant’s 
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Neoclassical economics tends to create a comprehensive theoretical system that 





of institutions in fostering or blocking economic growth.
?????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
neoclassical economy and for others a new approach that in many respects surpasses 
or replaces it.
????????????????????????????????????????????????????????????????????????????????????
????????????? ????????????? ????????????? ????????????????????????????????????????????
strength the view that maintains that, from the NIE, also it is possible to understand 
?????????????????????????????????????????????????????????????? ??????????????????????
???????????????????????




the inertia inherent in any established scheme and to the defensive activities of vested 
interests, tended to become out of step with new technological means and with the 
?????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????? ??????
the social sciences and the discipline of economics but, in particular, in our research 
we ascribe to the perspective that stress the role of economics interest in the process 
of institution s´ building, because from our perspective, institutions were more than 
???????????????????????????????
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merely constraints on individual action, but embodied generally accepted ways of 
thinking and behaving.
Thus, institutions worked to mould the preferences and values of individuals brought 
up under their sway. However, we think that sequential set of institutional changes 
??????????????????????????????????????????????????????????????????????????????????
process of institutional change. It is precisely in this sense, in which we analyse the 
vast institutional changes introduced by the neoliberal model in post-1973 Chile.
?????????????????????????????????? ??????????????????????????????????????????????????????
institutional change and cultural growth as determined by the economic interest, is 
worth to say as a cumulative sequence of economic institutions stated in terms of the 
???????????????????????????????????????????????????????????????????????????????????????????
formerly described, must be considered as framed in an evolutionary perspective. Then, 
perhaps the best denomination to our research framework must be “evolutionary” 
more than “neo-institutionalist”. However, several elements of NIE approach were 
uses in our research.
The most important elements of NIE incorporated in our research are related to the 
two areas of institutional analysis.
??????????????????????????????????????????????????????????????????? ?????????????????????????







The second one, are the “institutional arrangements”, a term used to mention the micro-
level relationship between actors. Those arrangements may be referred to contracts, 
??????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????
operation and enforcing of such agreements demand the spending of resources and 
thus involve somehow redistributive aspects associated with the arrangements to be 
?????????????????????????????????????? ????????????????????????
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their institutions evolve. For this reason, the institutional approach outlined in this 
research believes that the values, standards, laws, informal rules and conventions, and 
institutional arrangements that shape such institutions, must be considered not only 
as a product of the dialogue or interaction.
From this approach, all these factors must be also visualised as a product of interest s´ 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
performance tends to be, from this view, a variable depending on history and social 
????????????????????????????????????????????????????????????????????????????????????







built on them will be framed. This process tends to be framed into a long-term itinerary, 
???????????????????????? ???????????????????????????????????????????????????????????????
to analyse in depth the process of the design and operation of a neoliberal economic 
????????????????????????? ??????????????????????????????? ?????????????????? ???? ?????
this case such a robust research topic, especially considering its strong paradigmatic 
character, given the aforementioned historical situations in which it has been developed.










Processed on: 20-2-2019 PDF page: 109
109
1. The permanency of a neoliberal institutional environment.
2. The building of a wide spectrum of institutional arrangements, which were 
breaded, consolidated and legitimated throughout the subscription of a “pact” 




Chilean case were not a result of economic evolution. On the contrary, their genesis 
was characterized by presence of multiples authoritarian decisions that implied an 
?????????????????????????????????????????????????????????????????????????????????????
constitutional range and others in a heterogeneous group of arrangements.
That heavy institutional framework has limited possibility to build some institutional 
?????????????????????????????????????????????????????????????????????????????????????
assume, based on this fact, that neoliberal rules of the economic game are only a creation 




of the markets 
generate limited 




GDP growth based 
on intensive use of 
natural resources 
articulated with weak 
capacity of absorption 
of technical progress
Economic specialization in 
areas of low added value, 
natural-resources and 
cheap-labour-intensive






















convergence to GDP 




by the non-competitive 
market’s structure and 






































rules of the game and
limit its change
Chart 2.3 Institutional hypothesis: Impact of trade openness.
????????? ??????????????????????????????????????????????????????????????????????????????????????????????
search of transaction cost minimization.
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?????????????????????????????????????????????????????????????????????????????????????????????




displays the impact of processes of economic openness.




common elements, which let them share the hypothesis displayed at Figure 2.3:
??? ???????????????????????????????????????????????????
??? ??????????????????????????????????????????????????????????????????????????????
3. The focus on the building of institutions through a contingent and multi-causal 









goods and resources, joint use of personnel and management control, shareholding in 
???????????????????????????????????????????????????????????????????????????????????
various types of market and non-market arrangements. Obviously, an analysis focused 
????????????????? ?????????? ??????????????? ????????????????????????????????????????????
seeking to minimize the transaction costs that they face in the market.
??? ??????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????? ????????????????????????????????????
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???????????????????????????????????????????????????????????????? ???????????????
put forward a model of individual human nature characterized by opportunism 




general constraints to market agent’s actions.
In contrary to that approach, we are closer to proposals of other institutional thinkers 
?????? ??????????????????? ????????????????????? ?????? ???assume levels of cooperation 
and trust in a society as endogenous variables related to individual nature, but rather as 
being mostly a function of the involved institutions and structures which conditions 
??????????????????????????????????????????????????????????? ????????????????????
??????????????????????????????????????????????????????
That means that in those non-neoclassical institutional approaches, the nature of 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????? ?????????????????????????????
and not by means of technological progress. This approach contrasts sharply with 
????????????????????????? ?????????????????????????????????????????????????????????
???????????????????????????????????? ?????????????????????? ???????????????????????
However, we understand that NIE is an emerging approach, that can be described, 
?????? ???????????? ??????????a boiling cauldron of ideas… (in which) not only there are 
many institutional research programmes in progress, but there are competing ideas within 
???????????????????????????????????????????????????????????????????????????????????????
new applications, more good ideas, more empirical testing, and more fully formal theory” 
? ?????????????????
For a long time, institutional issues have been acknowledged by neoclassic economics 
as intrinsically linked to the themes of technological change, the coordination of 
economic actors, the distribution of income and the convergence of growth and 
?????????????? ??????????????????????????????????????????????????????????????????????
by changes in relative’s prices.
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institution s´ framework and that, for the economically interested actors participating 
in the process. Also, from this perspective, it is valid question to ask if in this game of 
mutual determinations, there are relatives prices, or, on the other hand, history and 
institutions are the ones who ultimately play the central role.
?????????????????????????????????????????????????????????????????????????????????????
the income distribution and the overall performance of the economies. However, 
??????????????????????????????????????????????????????????????????????????????????????????




conditions and social structures in which an economy is immersed.
In this particular case, historical conditions are especially important given that, in 
?????????????????????????????????????????????????????????“Each human being (and 
the society as a whole), carries the baggage of its past. Evolution builds on past survivals 
????????????????????????????????????? ??????? ???????????????????????????????????????????? 
???????????????????????????????????????????????????????????????????????????????????
be essential for a good understanding of the process that we analyse in this research.
The mainstream analyses of the Chilean economy generally follow the tendency to 




The appropriate model for studying Chilean institutional change must be widely 
???????????????????????????????????????????????????????????????????????????????????
????????????????????? ??????????????????????????????? ??????????????? ????????????????
????????????????????????????????????????????????????????????????????????????????????????
way, using the foundations of the neoclassical economic theory, focusing from there 
on the analysis of empirical elements that may validate some conceptual hypothesis 
?????????????????????????????????????????
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?????????????????????????????????????????????? ???????? ???? ???????????????????????????
analysis developed to the national controversies about the achievements of neoliberal 
policies applied from 1973 onwards, in relation to realisations of the 1940-1970 s´ 
import-substitution policies and the attainments of socialist policies on which Chile 
embarked between 1970 and 1973.
???????? ????????????????????????????????????????????????????????????? ???????????????????????
the main contemporary Chilean discussions are trying to scrutinise the continuity 
??????????????????????????????????????????????????????????????????????? ??????? ????????
development. However, national debate continues to be anchored on this distinctive 




Taking that powerful reality in account, the methodology of this research is also 
?????????????????????????????????????????????????? ???? ?????????????????????????????????
method has tended to study Chilean reforms from a theoretical perspective that has 




American universities, trade openness and market liberalisation processes have spread 
throughout the world. This situation has allowed the neoclassical-neoliberal mainstream 




historical and political issues linked to the reforms implemented in Chile tend to be 
undervalued and neglected.
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eighty years in one or another direction. In fact, even the most radical neoliberal 
???????????????????????????????????????????????????????????????????????????????????
problem is another one: The Chilean model of development does not correspond, as its 
??????????? ???????????????????????????????????????????????????????????????????????????????
the perspective of an “objective” economic theory. It has instead been subordinate to 




In summary, our research approach, independently of the quantitative analysis oriented 
to falsify the hypothesis neoliberal analysing the actual outcomes of the Chilean model 
of development, will give emphasis to the historical analysis of institutional building 
?????????????????????? ???????????????????????? ?????????????????????????????????????
institutional environment and the singular institutional arrangements that have made 
possible the continuity of the Chilean development model, beyond the end of the 
dictatorship. From this institutional point of view, the last determinants of Chilean 
economic performance will be deployed not only by the institutional blueprint per 
se, as the underlying economic structure historically and institutionally determined 
by this, without which such blueprint by itself would not be sustainable.
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Chapter 3
Structure and Macro-Tendencies of the Chilean Economy
The objective of this chapter is to analyse the relationships between trade openness, 
???????????????????????????????????????????????????????????????????????????? ?????????????
of economic growth process of the Chilean economy. Here is supplied a detailed 
analysis of characteristics and impacts that trade openness and market liberalisation had 
????????????????????????????????????????????????????????????????????????????????????????
sectorial specialisation emerging from trade openness and market liberalisation and to 
analysis of the institutional background in which they are framed. In the second part, 
??????????????????????????????????????????????? ??????????????????????????????????
by trade openness and market liberalisation. In the third part, we report the changes 
to the wage structure resulting from trade openness and the market liberalisation 
?????????????????????????????????????????????????????????????????????????????????????
internal markets. In this chapter, we also develop particularised analysis of the main 
?????????????????????????????????????????????????????????????????????????????????
the labour markets operation.
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3.1. The Sector Specialisation of the Chilean Economy
The Chilean economy in the course of XX century has been sustained by mining 
and manufacturing, but after 1973 the agricultural and service sector have developed 
??????????????????????????????????????????????????????????????????????????????????
particular, losing its share of the GDP and growing at much slower rates than was 
?????????
Figure 3.1. The structure of the Chilean Economy
??????????????????????????????????????????????????????????????????????????????
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?????????????????????????????????????????????????????????????? ???????????????? ?????
???? ????????????????????????????????????????????????? ????????????????????????? ???
generation, followed by the manufacturing sector. In particular, mining shows a 





Figure 3.2 Evolution of Real GDP of Chile, 1990-2009 
???????????????????????????????????????????????????
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major issues the country faces is the need to modify its productive structure, which is 




This dependence on primary resources is higher in Chile than in other less developed 
?????? ??????????????????????????? ??????????? ???????? ????????????? ???????????????
??????????????????????????????????????????????????????????????????????????????????
????????????????? ???????????????????????????????? ??????????????????? ???????????????











of GDP spending is concentrated in capital formation, which shows a downward 





proportion of value added, being essentially composed of commodities that are highly 
??????????????????????????????????????????????????????????????????????????????????????????
????????????? ???????????????? ??????????????????????? ?????????????????????????
????????????????????????????????????????????????????????????????????????????????????
??? ??????????????????? ????????????? ?????????????????????? ???????????????????????????????????????
17.2% to the EU and 9.9% to the USA.
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Subsequent to this, the mining sector continuously increased its participation in 
????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
centred on copper production that in 2009 rose to 13% of GDP. Chile’s other primary 
?????????????????????????????????????????????? ??????????? ???? ?????????????????????
????????????????????????????????????????????????????????????????????????????????????
dynamism in the last decades. Industrial production is also focused in areas such as 
dairy farming, wood and cellulose.
During the last forty years, Chile has failed to reduce its dependence on copper 
???????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????? In general, we can see that 
during this period Chile has not reached a major level of industrial production with 
substantial added value.
The reallocation of resources and the re-building of the industrial fabric that was 
produced by the unilateral opening of the 1970s and 1980s, as well as the Free Trade 
???????????????????????????????????????????????????????????????????????????????
and productivity in a way proportional to the radical nature of the changes induced 
after 1990.
The dynamics of the Chilean economy between 1990 and 2009 were characterised 
????????????????????????????????????????????????????????????????????????????????????
of manufactured goods considered as a whole.?????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
in commodities of high international prices.
??? ???????????????????????????????????????????????????????????????????????????????????????????????????????
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3.2. The Bright Side of the Moon: The Times of High GDP 
Growth
According to the OECD database, in 2009 the value of the Chilean GDP had already 
???????? ???????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
whose GDP was only USD207 billion in 2009 and Pakistan with a GDP of almost 
?????????????????????????????????????????????????????????????????????????????????
model of development because of their high dependence on mining and other primary 
???????????????????????????????????????????????????????????????????? ????????
?????????????????????????????????????????????????????????? ????? ???????????????????
?????????????????????? ?????????????????????????????????????????? ??? ??????????????????
???????????????????????????????????????????????????????????????????????????????
?????????????????????? In support of these forecasts, in 2009 Chile already had the 
??????????????????????????????????????????????????????????????????????????????????





will be hard, and it will be harder still to achieve the development targets associated 
with these growth forecasts.
??? ???????????????????????????????????????????????????????????????? ??????? ????????
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????????????????????????? ?????????????????????????? ????????????????????? perhaps 
by the year 2025, Chile will be able to reach the 2015 level of GDP per capita of a 
developed country such as Portugal. Although this level of GDP would be below 
??????????????????????????? ????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
seems to be remote.??
3.3. The Economic Concentration Process
????????????????????????????????????????????????????????????????????????????????
concentrated economy on which a small, but well-positioned group of large corporations 
???????????????????????????????????????????????????????????????????????????????????????????
of internal markets previously occupied by smaller enterprises. They have replaced 
smaller enterprises not only in their shares of sales and GDP, but also as employment 
generators, a situation that has radically changed the behaviour of labour markets. 
Large enterprises, being a small number, concentrate an important proportion of 
??????????????????????????????????????????????????????????????????????????????????
proportion of sales.





?????????????????????????????? ???? ?????????????????? ????????????????????????????




???????????????????????????????? ???? ?????????????????????????????????????????????????? ?????????????
???????????????????????????????????????????????????????????????????????????????????????????????????
moving around the low annual 5% in the best-case scenario. Chile’s economy is entering a mild slowdown 
???????????????????????????????????? ??? ????????????? ??????????????? ???????????????????????????????
???????????????????? ?????????? ?????????? ??????????????????????????? ????? ?????????????????????
???????????????????????????????? ????????????????????
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appraisal of Chilean GDP disaggregated by sizes of enterprises. Nevertheless, as we 
?????????????????????????????????????????????????????????????????????????????????????70 This 
????????? ?????????????????????????????? ???????????????????????????????????????????????
in large companies, the GDP concentration in these companies will be even bigger. 
So that, using sales information we will identify the trend towards the concentration 
????????????????????????????????????????????????????????????????????????????
70 Aggregate concentration is conventionally measured as the share of an economic variable such as 
???????????????????????????????????????????????????????????????????????????????? ?????? ????????????? ?????
that in Chile, only data covering the total sales of companies of all sizes is available, and value-added 
???????????????????????????????????????????????????????????????????????????????????????????????????
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Figure 3.3. Sales by Size of Firms, Chile 1990-2009
???????? ???????????????????????????????????????? ???????????????? ???????????????????????????
This situation shows Chile to be an economy, vis à vis its trade openness and market 
liberalisation, which is increasingly heterogeneous and with a growing separation 
between the market share of the large-scale modern sector and the market share of 
medium, small and micro enterprises. Figure 3.3 shows that in 1990 sales of Chilean 
????????????????? ??????????????????????????? ???????????????????????????????????????
?????????????????????????????? ???????????
Obviously, this displacement of sales and production from one scale to another is 
???????????????????????????????????????????????????????????????????????????????????
involving not only physical investment but also processes of labour mobility from the 
backward sectors to the more productive ones.
The Chilean economy is divided into two loosely connected worlds, one of high and 
another of low productivity, among which both labour force and capital, should be 
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reallocated.71 However, if the positive factor s´ reallocation is not actually detected, a 
?????????????????????? ?????????????????????????????????????????????????????????????????
of high structural heterogeneity over the economy as a whole. That situation would 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????72 If we review the evidence that must give support to that 
??????????????????????????????????????????????????????????????????????????????????????
the empirically available evidence:
??? ??????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????
??? ????????????????????????????????????????????????????????????????? ??????? ????
?????????????????????????????????????????????????????????????????????????????
This means that, following the openness of the economy, they have neither 
???????????????????????????????????????????????????????????????????????????
nor internal competition coming from big business groups that dominate the 
Chilean economy.73
71? ?????????? ????????????????????????????????????????????????????????????????? ??????????????????????







????????????????????????????????????????????????????????? ????????? ??????????????????????????????? ???????




developing and central economies. One of the most recent analysis of the heterogeneous behaviour of 
Latin American economies can be found in Infante, 2011.
73? ????????????????????????????????????????????????????????????????????????????????????????? ???
based on their inability to face imported substitutes, or is the result of competition arising from large 
companies that operate within Chilean domestic markets. However, independently of this measurement, 
????????????????????????????????????????????????????????????????????????????????????????????? ????????
large enterprises is beyond any doubt.
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???????????????????????????????????????????????????????????????????????????????????
heterogeneity would be seen as a feature of underdevelopment that should be overcome, 
?????????????????????????????????????????????????????????????????????????????????
???????????? ?? ??????????????????????????????? ???????????????????????????????????????
????????? ???????????????????????????????????????????????????????????????????????????
?????? ?????????????????????????????????????????????????????????????????????????????
heterogeneity, concentration and weakening of market competition, like the described 




to the evolution of the economy, especially given that this situation has worsened 
????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????





a remarkable phenomenon in any economy.
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Figure 3.4. Evolution of Share of Number of Firms by Size
Source: Author s´ elaboration using microdata of SII Chile: 1990-2010.
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abstention of a higher market share for these ones. Nevertheless, this has not occurred 
to date. In fact, in Figure 3.5, which shows the sales distribution from 1990 to 2009 










Figures 3.4 and 3.5 show that Chile has been producing one of the greatest dynamics 
of economic concentration ever recorded in its history, transferring a large amount of 
economic resources not only from labour to capital, but also from smaller enterprises 
to the largest corporations.74
74? ??????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????? ??????????????????????????????? ????? ????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????? ??????? ??????????????????????????????????????????????????
groups concentrated 74% of the capital of all companies listed in the stock market, and ten business groups 
??????????????????????????????????????????????
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Figure 3.5. Evolution of Participation on Total Sales by Firm Size. Chile, 1999-2009
Source: Author s´ elaboration using microdata of SII Chile: 1990-2010. Sale s´ values are 
????????????? ???
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??????????????????????????????????????????????????????????????????????????????
parallel to the trade liberalisation, may be attributed to multiple causes. Some authors, 
??????????????????????????????“analytical approaches for addressing the role of trade for 
?????????????????????? ?????????????????????????????????????????????????????????????????????
and innovation as key dimensions of competitiveness. Smallholders participation in global 
supply chains is critically determined by three processes: market access, network governance 
and chain upgrading”. ???????????????????????? ?? ???????????????????????????? ????????
this hypothesis beyond the supply chains area.
????????????????? ??? ?????????????????????????????????????????????????????????????????
of the Chilean economy as a whole, including all backward and forward linkages that 
characterise the various sectors of the economy, and not just to certain supply chains 
?????????????????????????????????????????????????????????????????????.75




any case, the Chilean case these three variables as a whole, seem to be the factor that 
?????????????????????????????????????????????????????
Given the raising weight of the LSE as originators of GDP, from the neoliberal 
point of view was assumes that resources reallocation process would have produced 











which practically coincides with the end of the period under analysis.
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???????????????????????????????????? ???????????????? ?????????????????????????????
due to rising short-term interest rates?? and with no delay, all policy measures of the 
Chilean government were adapted to this view.
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????? ???????????????????????????????????????????????
is clear from the fact that small companies have been rapidly losing the market shares 
which they traditionally operated. That is not a situation present only in certain 
productive chains, but it has reached a universal character.
?????????????????????????????????????????????????????????????????????????????????
represent the behaviour of markets. The general loss of participation does not obey 
only to events what happens in the major sectors and value chains in which the Chilean 
????????????????????? ??????????????????? ????????????????????????????? ???????????
?????????????????????????????????????????????????????????????????????????????????
all economic sectors and practically all their supply chains.
??????????????????????????????????????? ???????????????????????????????????????????
economy as a whole, is empirically due to combination of two phenomena:
??? ???? ????? ??? ???? ?????????? ??? ????? ????? ????????? ????????? ????????? ???
institutional arrangements that leave them out of play in the processes of 
competition in markets in which they are traditionally involved, closing your 




the doors to the inclusion of those companies that defy such dominance.







???????????????????????????????????????????????????????? ?????????????????? ????? ??????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
the biggest impact of rise in short term interest rates, variable that was used in order to contain spending 
of Chilean economy.
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Enterprises MSME LSE Total Sales 
1990 145 375 ??? ??? 1.975 ?????
1991 155 ??? ??? ??? 2.430 3.197
1992 ??? 498 202 ??? 2.559 3.427
1993 178 551 214 943 2.785 3.728
1994 200 577 533 1.310 3.558 ?????
1995 210 ??? 571 1.394 ????? ?????
???? 224 ??? ??? ????? 4.554 ?????
1997 220 ??? ??? 1.523 ????? ?????
1998 242 ??? ??? 1.590 4.705 ?????
1999 240 ??? ??? 1.539 4.935 ?????
2000 245 ??? ??? 1.573 ????? ?????
2001 248 704 ??? ????? 5.933 7.550
2002 257 723 ??? ????? ????? 7.995
2003 ??? ??? ??? ????? 7.138 8.894
2004 ??? 781 ??? 1.817 7.980 ?????
2005 272 819 821 1.911 ????? ??????
???? 280 ??? ??? 2.009 11.293 13.302
2007 277 895 901 2.073 10.754 12.827
2008 279 922 938 2.139 13.348 15.487
2009 313 992 975 2.281 12.149 14.430
TOTAL 
SALES ????? 13.858 12.375 30.921 ??????? ???????
Source: Author s´ elaboration using data of SII Chile: 1990-2010.  Real values of sales are 
????????????? ??????????? ??
?????????????????????????????????????????????????????????????????????????????????
previously incorporated into the markets, as the access of those companies that have 
not yet joined them, include two elements of great importance:
i. Arrangements that allow unilateral changes in the interest rates applied by 
????????????????????????? ?????????????????????????????????????????????? ????
projects, inducing them to access only to short-term and high cost loans.
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of large amounts of working capital and ballots of bank guarantees, elements 
????????????????????????????????????????????????????????????????????????????????
?????????????????? ?????????????????????????????????????????????????? ???????
??????????????????????????????????????? ????? ?? ?????????????????????????????????????????
??? ???? ???????????????????????? ? ?????????? ??????????????????????????? ????????
???????????????????????????? ?????????????????????????
In the area of investment, it is clear that the two large institutional arrangements 
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????




all these factors are not concomitant to an eventual malevolence of the State, but rather 
of the actions of larger business groups. In such a way, the stability of the rules of the 
game at every level, as well as the particular market s´ arrangements that weaken the 
??????????????????????????????????????????????????? ??????????????????????????????????
business groups, more than to the “State deliberate actions”.










replaced them by others more favourable to the non-dominant companies.
That combination of private public interventions has established and consolidated a 
????????????????????????????? ???????????????????????????????????????????????????????
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????????? ???????? ?????????????????????????????? ?????? ??????????????????????????????????
???????????????????????????????????????????????????????????????????????????????? ????????
governance that has been installed in the industrial fabric Chilean, become the origin 





has been transferred from chains to sectors and from there, to the economy as a whole, 
?????????? ?????????????????????????????????????????????????????? ????????????????????????
in the Chilean economy, another issue that also will be subsequently analysed.
3.4. The unexpected Outcome of Trade Openness
The neoclassical and neoliberal analysis of the Chilean economy generally argues that, 
because of reforms post 1973, the country would embark on a path of robust growth and 
?????????????????????????????????????????????????????????????????????????????????????????
However, these theories must confront the fact that Chile remains heavily dependent 
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
specialisation of the Chilean economy, it did not seem to generate too much concern in 
??????????? ??????????????? ?????????????????????????? ???????????????????????????????
neoliberals and the supporters of the NEGT.






Schumpeterian Growth Theory” and, positing the mechanics of innovation-generation 
as a central issue, they promote process of “creative destruction” that looks similar to 
??????????????????????????????????????77
77? ???????????????????????????????????process of opening up of new markets, foreign or domestic, and the 
organizational development from the craft shop and factory to such concerns [...] that incessantly revolutionizes 
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The core of this view of economic development is fairly simple. Economies progress 
??????????????????????????????????????????????????????????????????????????????????????









ultimately whether institutions are deploying process of installation of new innovative, 
competitive and synergistic economic activities, with the new inclusive institutions 
that struggle to consolidate. On the other hand, the decline and substitution of the old 
????????????????????????????????????????? ???????????????????????????????????????????
tend to be associated to the concept “creative destruction”.78
Schumpeter described creative destruction as a “…process of industrial mutation…that 
incessantly revolutionizes the economic structure from within, incessantly destroying the 
old one, and incessantly creating a new one????????????????????????????? ???????? ??????
not in a situation in which could be possible to asses that the changes in market share 
???????????????????????????????????????????????????????????????????????????????
hows and skills, succumb, being made obsolete by the radical innovations developed 
????????????????????
??????? ???????????? ?????????????????????????? ??????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
the economic structure from within, incessantly destroying the old one, incessantly creating a new one. This process 
of Creative Destruction is the essential fact about capitalism. It is what capitalism consists in and what every 
capitalist concern has got to live in,????????????????????????????????????????????????????????????????????????







Processed on: 20-2-2019 PDF page: 138
138
??????????????????????????????????????????????????????????????????? ?????????????




current the idea that technological progress should be associated - in some way - with 
?????????????????????????????????????????????????????????????????????????? ????
from low productivity. Dominance of this point of view arises from the period of 
greater acceptance of neoliberal economic proposals on the part of the post dictatorship 
?????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
both governmental authorities and the leaders of the Chilean business groups, used 




That wrong denomination was widely adopted in Chile. Subsequently, a group 
??????????????????????????????????????????????????????????????????79 play an 
?????????????????????????????????????????????????????????????????????????????????
of public policies tending to enhance that kind of “creative destruction”80???????????????
companies”.
??????????? ????????????????????????????????????? ?????????????????????????? ????
????????????????????????????????????????????????????????????????????????????????
79 Strictly speaking, those policies were implemented by a group of economists under the leadership 
??????? ?????????????????????????????????? ??????????????? ?????????????????????????????????????????
??? ?????????????????? ?????????????? ????????? ??????????????????????????????????????????????????????
?????????????????????? ????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????
80? ???? ?????????????????????????????????? ????????????????????????????????????????????????????????????
?????????? ?????????????????????????????????????????????????????? ?????????????????????????????????????
policies, but rather he was trying to identify historical trends in capitalist development. However, at least 
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????????????? ?????? ????????????????????????????????????? ?????????????????????????
economic concentration and a growing collusion between business groups. This led to 
?????????????????????? ????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
was highly successful in attracting non-neoliberal economists and subsequently to the 
political leadership of the centre-left wing.
3.4.1. Wrong Specialisation and Incomplete Globalisation.
At the root of this distortion of the original concept of “creative destruction”, some 
?????????????????????????????????????????
Firstly, the participation of the Chilean economy in the process of globalisation does not 
necessarily mean that the Chilean economic structure as a whole has been globalised, 




this “incomplete globalisation”. In fact, even though Chile is considered the Latin 





to be induced by the free and open markets, which would have been theoretically 













However, the key issue is which, the bulk of the large Chilean companies are not part of 
global processes of innovation and competitive development. These companies operate 
mainly in protected domestic markets and not subject to higher levels of competition 
from global economy. The unique markets challenge faced by these large incumbent 
????????????????????????????????? ????
Raising the banner of “creative destruction” in the middle of the Asian crisis was a 
great help to larger business groups in trying to eliminate this undesirable competition. 
The adoption of such policies, far from helping the globalisation and modernisation 
of the Chilean economy, operated against those objectives and only strengthened 
oligopoly powers.
After trade openness, neoliberal politician and scholars assumed that the Chilean 
economy would cease specialising in mining production and the large enterprises 
in all sectors start to be oriented to foreign markets. However, the Chilean economy 
remained specialised in mining production and 75% of large enterprises continued 
oriented to the domestic market in which they were not subject to greater internal 
??????????????????????????????












Source: Author s´ elaboration using data of SNA Chile: 2000-2009 and Direcon 2010.
82? ??????????????????????????????????????????????????????????????????????????????????????????????????
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In the last years of our period of study, because of high copper prices, the trend towards hyper 
??????????????? ???????????????????????? ????????????????????????????????? ??? ???????????
??????????????????????????????????????????????????????????????????????????????????????
????????? ???????????????????????????????????????????????????????????????????? ??????? ??????
companies sent shipments abroad whose value was very close to 100% of the total mining 
??????????????????????????????????????????????????????????????????????????????????????????





dissemination of globalisation impacts on the Chilean economic fabric. If one assumes 
????????????????????????????????????????????????????????????????????????????????????????????
in international markets, it would be possible to assess which of these scenarios has not 
?????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????
of Chilean economy would be strengthened after they incorporation to global markets.84
In analysing the Chilean situation, several authors have emphasised the importance 
???????????????????????????????????????????????????????????????????????????????????




Dependence on those primary commodities, it has been argued, might be a negative 








??????????????????????????????? ?????????????????????????????? ????????????????????????? ???????????????
??????????????????????????
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??????????????????????????????????????????????????????????????????????????????????
?????????????????????????? ?????????? ????????????? ????????????? ?????????????
?????????? ??????????????????????????????????????????????????????????????????? ???








economy must be based on some kind of “Nordic development strategy”, based on 
???????????????????????????????????????????????????????????????????????????????????
Unfortunately, these ambitions are far from being achieved. Not only has this course 
not been adopted, but neither has the scope and depth in which the incorporation of 
value added to natural resources been advanced.







0.87% of the total number of operative companies, nineteen years later, in 2009, the 
?????????????????????????????????85 represented 0.83% of the 782,903 formal companies 
??????????????????????????????????????????????????????????????????????????????????????
total number of companies in operation at the country.??


















































Total Numer of Actives 
entreprises (IRS)
 Exports at current 
values (BCCH-Millions 
FOB USD) 
Exports at real values** 
(Millions FOB USD 
Year 2000) 














Number of Enterprises 
that export < 5,000 USD
Number of Entreprises 
that export >  5,000 USD
Number of Entreprises 
that export more than 
50,000 USD and less 
than 10 millones USD
Number of Entreprises 
that export more than 
10 millions USD and less 
than 100 millones USD
Number of Entreprises 
that export more than 
100 millions USD 
Entreprises that does not 
export year before
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The arguments which, from the neoliberal side are argued to this respect basically seem 
???????????????????????????????????????????????????????????????????? ???????????????????????





almost tripled. However, the gigantic scale of this wealth creation for the economy 
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
tiny group of corporations.




only involves a small and decreasing number of business, but also a lesser number of 
products, concentrating mainly in commodities with low added value.87
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
undesirable in recent literature.
????????????????????????????????????????????????????????????????????? ??????????????
as a barrier to the adoption of technology by the economy as a whole. Other authors, 








present empirical evidence that concentration and innovation are negatively related 





As we’ll discuss later, the roots of this phenomenon appear to be of institutional 
















sizes and sectors of economices.
529275-L-sub01-bw-Roman









of 1.0 are those completely oriented to foreign markets and they do not sell in internal 
????????? ????????????????????? ?????????????????????????????????????????????????????











0.0 - 0.2  2.957 57,0  3.304  53,4 ??????  54,9
0.2 - 0.4  590 11,4 ????  11,2  731  11,0
0.4 - 0.6 ???? 9,2  570  9,2  571 ????
0.6 - 0.8  503 9,7 ????  9,1  489  7,3
0.8 - 1.0 ???? 12,7 ??????  17,1  1.215  18,2





89? ??????????????????????????????????????????????????????????????? ??????????? ???????????????????




of some authorised public institutions. The information quoted here was made available by the IRS only 
?????????????????????????????????????????????????????????????????????????????????????????????????????????
years and is the only information available to date.
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we can likely conclude that the main destination of their production tended to be the 
domestic market. In the higher rank of companies, composed of enterprises whose 
???????????????? ???? ??????????????????????????????????????? ??????????????? ??????????
????????????????????????????????????????????????????????????????????????????




In half of the country’s companies, shipments abroad represent less than one-third of 
their total sales.90? ?????????????? ????????????????????????????????????????????????????





sector has not been impacted by trade openness in the way that neo-classical and 
neo-liberal analysis assumed that it would happen.91
?????????????????????????????????????? ???????????????????????????????????????????
has not produced “right prices”, it means that neither institution has contributed to instil 
a superior performance in Chile’s economy. Then the crucial question about that is:




foreign markets, a fact that can be appreciated by observing Figure 3.7.
From there, we can draw three conclusions.









that control the hundred companies referred to above.
• Secondly, the before described situation is not only referred to the number 
??? ??????? ??????????? ???? ??????? ??? ???? ????????? ?????? ????? ??? ????? ??????????
concentrated.
• Thirdly, economic openness has not been able to generate price signals that 
????????????????????????????????????????????????????????????????????????????????
bulk of the companies operating in the country.
For all these reasons, the Chilean economy continues specializing in commodities 
?????????????????????????????????????????????????????????????????????????????????
internationally tradable value added products.
????????????????????????????????????????? ?????????????????????? ???????????????????
trade openness strategy, has not solved any of these issues. FTA only ensures the 
constancy of the foreign investment, the regulatory framework and the rights of 
intellectual property of large foreign corporations that have widely invested in Chilean 
markets, mainly in the mining, retail and utilities sectors.






in two-sector economies through mechanisms of labour absorption from the backward 
sectors towards the sectors of higher productivity.
Applying this view to the Chilean case, this displacement can be seen as corresponding 
to what neoclassical models identify as a regular development process. However, 
the labour reallocation from the low productivity sector to the modern one is not 
?????????????????????????? ???????????????????????????? ?????????????????????????
to another, and this is by no means a secondary consideration.
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????????????????????????????????????????????????????????????????????????????
was 52% of the total employment produced during this period within the Chilean 
??????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
wages correspond to the value of the marginal product of labour, we must also assume 
that, given that less productive labour is reassigned to sectors that generate higher 
marginal productivity value, they will receive higher wages.
Then, it would follow that, as Figure 3.8 shows, the replacement of precarious 
???????????????????????????????????????????????????????????????? ?????????????????
through the generation of modern and better-paid jobs in the larger enterprises sector.
If we can demonstrate which that neoclassical hypothesis is coincident with the reality 
of the Chilean labour market, we would probably be in the presence of a growth pattern 
that would justify the neoliberal development strategy selected in Chile. Additionally, 
if such a situation were consolidated, by the presence of a constant replacement of 
traditional and bad paid jobs for modern and well remunerated ones, this would suggest 
we are in presence of a situation in which the country’s income distribution would 
also improve in a slow but constant manner.
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Figure 3.8. Employment Generation by Size of Enterprises. Chile: 1990-2009
Source: Author s´ elaboration based on Surveys CASEN 1990-2009.
????????????????????????????????????????????????????????????????????????????????????
neoclassical hypothesis in two essential points:
• First, the quality level of the new jobs created by large enterprises does not seem 





?????????????? ??? ?????????????????????????????????????? ??????????????????????????????????????
produced in the last year relate to self-employed, unpaid family workers, domestic servants or workers 
??????????????????????????????????????????????????????????????????????????????????????????????????????
paid and unprotected labour.
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in each one of their sizes-strata. However, despite the radical nature of the opening 
and liberalisation of its markets, the situation of the remuneration of companies by size 
seems to be scarcely correlated with the level of technical progress of their productive 
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????? ??????? ??????????????????????????????
to suggest, once more, that in labour markets seem to operate institutional determinants 
???????????????????????????????????????????????????????????????????????????????????
value of the marginal productivity of labour. However, that hypothesis requires a 
more detailed analysis of the operation of the Chilean labour markets and their 
remuneration structures.
3.7. The New Labour Markets Institutions
????????????????????????? ?????????????? ??????????????????????????????????????????
???????????????????? ???????????????????????????? ????????????????????????????????????
of the Chilean economy do not seem to be due to the residual defects of the development 
model followed by Chile. On the contrary, low productivity seems to be linked to the 
????????????????????????????? ????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
would be the origin of low levels of productivity growth and produce a dynamic that 





their levels of productivity. It is highly possible that salaries are, therefore, determined 
????????????????????????????????????????????? ?????????????????????????????????????????
and the level of market power of each enterprise both variables highly depending of 
institutional variables.
If we analyse the empirical situation of remunerations in Chilean labour market 
displayed at Figure 3.9, is possible to observe that, within the last years of our period 
of analysis, their performance seems to follow the before described situation, clearly 
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??????????????????????? ????????????????????????????????????????????????????????????





on average, a dependent worker in Chile generates a little more than 1,7 millions of 
??????????????????? ????????????????????????????????????????????????? ????????
?????????????????? ??????????????????????????????????? ????????????????????????????????
????? ??????? ???????????????????????????????? ????????????????????????????????? ??????
in the microenterprise generates a value of 1,3 million pesos per month, while in the 
???????????????????????????????????????????????????????????????????????????? ???????
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Figure 3.10??????? ???????????????????????????
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Figure 3.11?? ???????????????????????????????????????????????????????????????????????????????????????
Source: Author s´ elaboration using INE data.
This situation of drastic divorce between the Average Labour Productivity and the 
remuneration of the workers, seems to be associated with the great market power that, 
during the two decades analysed in this research, have reached the big companies, 
supported by the institutional environment. It is not, however, only the presence of 
?????????????????????????????????????????????????????????????????????? ??????
The general tendency of the wages between size of companies, shows an important 
convergence between the values to pay for each stratum. In Figure 3.11, can be 
???????????????????????????????????????????????????? ??????????????? ??????????????????
systematically towards single values in the case of large and medium enterprises, while 
smaller companies show wage growth rates greater than those of companies with 
????????????????????????????????????????????????????????????????????????????????????????
well beyond the period analysed. environment inherited from the dictatorship and 
by the new institutional arrangements settled by the governments that succeeded it.
During period 1990 to 2009, the large corporations had been capturing a market 
share which, towards the end of the analysed period, amounted to 84% of the total 
sales of the economy, giving employment to about 27% of the total workforce and 
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?????????????????????????????????????????????????????????????????????????????????????
wages in a way that is independent of the productivity of their employees has been 
rising parallel to their rising market power.
????????????????????????? ??????????????????????????????????????????????????????? ??????
????????????? ????????????????????????????????????????? ?????????????????????? ????
?????????? ?????????????????????????????? ?????????? ????????????????? ?????????????
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????? ?????????
microeconomic policies changed drastically, becoming highly discriminatory in 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????? ????????????????????????????
on the performance of its large economic groups, economic policy should be oriented 
to empower them, since the heart of the “modernity” induced by the trade openness 
?????????????????????????????????????????????????????????????????????????????????????
actions, large business groups took control of the bulk of the markets and especially 
of the labour markets.
????? ??????????????????????????????????????????????????????????????????????????????????
neoclassical framework. Evidently, the relationship between economic growth and 
structural changes in the labour market induced by trade openness and market 
liberalisation was not mediated by a wage structure depending on marginal productivity, 
nor did monetary wages act as a variable that permitted the reallocation of labour 
from low productivity sectors to more productive ones.
For all these reasons it is clear that the neoclassical and neoliberal predictions, assuming 
that the trade openness and liberalization of markets would produce increased competition 
levels in the Chilean markets, do not seem to adequately account for the behaviour 
of the Chilean labour market. Labour reallocation, in same way, has contributed to 
???????????????????????????????????????????????????????????????????????? ?????????
has been very small and not been related to the dimension of changes in relative 
????????????????????????????? ???????????????????????????????????????????????????????
improvement in labour remuneration across sectors and sizes of enterprises, a situation 
that portrays an important disconnection between the evolution of productivity and 
wages.
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large corporations where there is a higher marginal productivity of labour, wages 
????????????????????????? ??????????????? ???????????????
????????????????????????????????????????????????????????????????????????????????
sizes of companies do not seem to be associated with their marginal productivity 
??????????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ??????????????????????????????????????????????????
high levels of competition, then the proportion of well-paid workers should be lower 
??????????????????????????????????????????????????????????????????????????????????
be more labour-intensive and less productive whereas larger enterprises with higher 
labour productivity should be more intensive in their use of capital.
The reality of the Chilean labour markets has shown that, at an aggregate level, 
the level of wages actually paid to workers in the smaller or medium companies is 
associated to the value of their marginal productivity value more than in the larger 
??????????????????????? ?????????????????????????????????????????????????????
depend on the factor’s level of utilisation and associated productivity, and if opened 





governments, mainly by means of the implementation of macroeconomic policies 
and the installation of institutional arrangements which, after the Asian crisis, were 
utilised in Chile to reduce aggregate demand in the economy, adjusting it to the 
decreasing income levels induced by that crisis.
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????? ????
one. The contractive policies, operated through the rise of short-term interest rates, 
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favoured large companies because these were the only sector which, at that time, only 
??????????????????????????????????????????????????????????????????????????
The contractive public policies associated to the new policy approach of Chilean 
????????????????????????????????????????????????????????????????????????????????
reduce aggregate private spending, because the rise in short-term interest rates had 
????????????????????????????????????? ?????????????????????????????????????????????
???????????????????????????????????????




The main victims of contractionary policies were undoubtedly the middle-sized 
??????????? ????????????? ??????????????????????????????????????????????????? ???????
????????????????????????????????????????????????????????????????????????????????????
interest rates, they saw their working capital disappear and had to adapt themselves 
to markets of smaller size, scarcity of bank funding and to a structure of low-wages 
??????????????????????????????? ?????????????? ???????????? ???????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????93
3.9. The New Institutional Arrangements in Labour Markets
From 1997 and afterward, the small, medium and micro-enterprises were forced to 
endure a severe restriction of resources. The most evident consequence associated with 
this constraint was the worsening of wages which, started to be forced down by large 
??????????? ?????????????????????????????????????????????????????????????????????
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?????????????????????????????????????????????????? ????????????????????????????????




This view assumes that the businesspersons aim to promote use of the highest quality 
??????????????????? ???????????????????????????????????????? ????? ??????????????????????
??????? ????????????????????????????????????????????????????????????????????????
??????? ????????????????????? ?????????????????????????????????????????? ????? ?????
enhance their capabilities to attract even better quality production factors.
The impact of this new hypothetic resources allocation process may be characterised 
as a virtuous circle and would not only restricted to domestic markets. Companies 
that improve their productivity come to be internationally more competitive, hence 
?????????????????????????????????????????????????????????????????????????????????????
negative impacts of price shock associated with openness.









or regarded in a broader way, by negotiation s´ capabilities that workers must deploy.
??????????????????????????????????????? ???? ??????? ??????????????????????????????????
the bulk of labour supply are in position to reduce the value of real wages in a joint 
way to its market control, the companies that challenge their power should compete 
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?????????????????????? ????????????????????? ????????????????????????????????????????
market power companies, the wages become thereby the adjustment variable easier 
to use by companies with weak or no power market. In that way, the companies that 
???????????? ??????????????????????? ????????????? ??????????????????????????????
companies subject to their power in mere price takers in each one of the markets in 
which they operate.
????????????????????????????? ???????????????????????????????????????????????????????
tending to move increasingly away from that environment. Therefore, it is not easy, 
??????????????????????????????????????????????????????????????????????????????????????
allocation of resources in the economy. At least not one that would approach- as 
??????????????????????????????????????????????????????????????????????????????????????
3.10. The dynamics of wage setting by large companies




allocation of labour takes place.
???????????????????????????????????????????????????????????????????? ?????????????????
????????????? ???????????????? ???? ?????????????????? ????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????? ????????????
would be produced, which would force the backward companies to improve their 
??????????????????????????????????????????????????????????????????????????????????????
resources on which they should sustain their competitive strategies. However, reality 
seems to have gone the other way.
Figure 3.12. shows the salary level determination dynamics that regulates the relations 
????????????????????????????????????????????? ?????
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?????????????? ?????????????????????????????????????? ???????????????????????? ???????
??????????????????????????????????????????????????? ???? ?????? ?????????????????????
cheap labour may be visualised with more intensity in small and middle-sized companies, 
???????????????????????????????????????????????????? ????????????????????????????????
high salaries and the “roof” of low salaries, pushing down the salary structures of the 
????????????? ??????????????????????????????????????????????????????????????????????
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workers were placed below that level. This situation was obviously not anticipated, 
given that this was a period in which, at the same time as achieving an average GDP 
growth rate of 4.7%, the Chilean economy reached higher levels of trade openness and 
??????????????????????????????????????????????????????????????????????? ????????????????
short on the promise of generating an improvement in wage structure, so that Chilean 
?????????????????????????????????????????????????????????????????????????????????????
Figure 3.10 also shows that the wage structure has clearly worsened across all strata. 
In fact, in 2008 all sizes of enterprises hired a higher proportion of employees who 
earned less than three times the minimum wage, and a smaller proportion who earned 
more than three times the minimum wage, in relation to 2002. The red curve shows 
how many workers earning less than three times the basic wage have moved upward, 
while the blue curve showing how many workers earned more than three times the 
basic wage, has moved down. Each stratum of companies recorded a worsening of 
their wage structure. Even though this was more severe in small companies, it was 
???????????????????????????????????????????????????????????? ????????????????
The percentage of large company workers who in 2002 earned more than three 
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
the percentage of large enterprise workers who in 2002 earned less than three times 
???????????????????????????????????????????????????????????????????????????????????
??????? ?????????????????????????????????????????????????????????????????????????????
workers with high wages, in relation to the level at which the strata of smaller size and 
productivity did. Inversely, they remunerated a higher percentage of their workers 








small enterprises. In 2008, however, it had already been unable to maintain these 
wage structures and had dramatically worsened them in order to compete with the 
low costs of large companies. On the other hand, the small and micro-enterprises 
?????????????????????? ????????????????? ??????????????????????????????????????????????
remunerations only 25% less than the large enterprises wages.
?????????? ?????????????????????????? ??????? ???????????????????????????????????
55.7% of its workers at levels lower than three times the basic wage, a statistic almost 
???????????????????????????????????????????????????????????????????????????????????
middle-sized enterprises remunerated 44.3% of their workers at more than three times 
the basic wage, compared to the 35.3% hired by large companies.








all remunerations. Given their lower productivity, companies of smaller size cannot 
compete with large companies while maintaining their relatively high salaries. In the 
same way, when the big companies lose their remunerations, there is an automatic 
limitation in the options of the workers. If they are not in a position to provoke wage 
increases in the most productive companies, it would be very risky to press for wage 
increases in small companies struggling for their subsistence. Even though in the past 
????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????? ???????????????????????? ???????????????????????????????????
of this, a situation that becomes clearer even when we consider that large enterprises 












“cheap-labour” strategy initiated by large companies undermined the salary position 
that the middle-sized employees previously had. The deterioration in the remuneration 
??? ??????????????????????????????????????????????????????????????????????????????????
point of view. It is not typical that whilst undergoing the trade opening process, a 
?????????????????? ????????????????????? ???????????????????????????????????????????
structure of remunerations emulating the cheap labour strategy of large companies 
??????????????????????????????????????????????????? ?????????????????? ?????????? ????
model harmonised with productivity development better than in large companies 
worsened their remuneration structure despite the presence of a vigorous evolution 
????????????????????????????????????????????????????
3.11. The Neoliberal Governance of the Chilean Labour Markets
In our opinion, the inclusion of institutional factors as major determinants of wage 
???????????????????????? ????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
GDP rose, the increases should be distributed in balanced way between the production 
factors, but that did not happen in Chile. On the contrary, we observe the absence of 
??????????????????????????????????????????????????????????????????????????????? ??????
distribute wealth in a way associated with productivity. In our view, imbalances in the 
??????????????? ??????????????????????????????????????????????????????????????????????
???? ?????????????? ??????????????????????????????? ?????? ???????????????????????
various institutional tools in order to reduce wages.95
The two most important devices used by large corporations to reduce their costs are 
?????? ?????????????????????????????????????????????????????????????????????????????????
95 The maintenance of low wages in the Chilean case was not achieved by means of macroeconomic 
measures but rather through institutional channels. The formula during the dictatorial period was 
prohibition of the right to strike and during the post dictatorship period this evolved towards the 
legalisation of industrial action, while maintaining the right of employers to hire replacements for the 
?????????????
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?????????????????????????????????? ??????????????????????????????????????????????
the legislation of USA, EU and of other Latin American countries, would consider 
abusive or illegal.
??????????????????????????????????????????????????????????????????????????????????????
workers and small employers is reduced, especially in times of crisis with high and 
persistent unemployment such as the Chilean economy faced after 1998, a period 
in which new institutional devices of neoliberal inspiration were implemented in a 
highly successful way.
The degree of labour mobility between sectors may be the key to understanding the 





provide better elements for analysis of labour market.
Generally, institutional analysis agrees that markets are organised in accordance with 
???????????????????????????????????????????????????????????????????????????????????????
the allocating mechanism of resources, rather it is the institutions and, especially, 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????




??????? ?????????????????????????????????? ????????????????? ???? ?????????????????????




people who are assigned to this sector. Education operates as a tool that has the primary 
function of legitimising this structure of unequal reproduction through a facade of 
meritocracy. That is another institutional arrangement that produces segmentation 
in labour markets and hence enlarges the market power of LSE.
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The large Chilean companies have segmented the labour market, clustering an increasing 
part of the workforce around a primary labour market, in which jobs are generally 




educational system to this dynamic. In this way, the alleged meritocracy promoted 
????????????????????????????????????????????????????????????????????????????97 has 
become, along with the trade openness, a core element of neoliberal discourse. Another 
important institutional arrangement which has promoted a new segmentation process 
in labour markets, is the massive integration of a vouchers´ system supported by loans 
from private banks with the guarantee of the State.98. In this way, the discourse about 
the merit based promotion and the improvement of human capital, that is heavily 
marketed, actually constitutes a mere discursive façade, given that there is no well-
established link between education and market remunerations.
Those visions that stress the presence of labour mobility and human capital improvements, 






income groups with important social power.
????????????????????????????????????????????????????????????????????????????????
institutional arrangements, involving new economic behaviour of individual and 
collective economic agents, are running inadequately. However, this is only true for 
?? The already referred low work conditions and worse remunerations must be considered in relative 
?????????????????????????????????????????????????????????????????????????????????? ????????????
?????????????? ???????????????????????????????????????????? ????
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???????????????????????????????????????????????????????? ?????????? ?????????????????
arrangements. This means that the institutional rules governing the Chilean markets 
?????????????????? ?????????????????? ????????????????????????????????????????????
they are highly counter-productive for the economy and for the interests of the rest of 
????????????????????? ????????????????????????????????????? ?????? ????????? ????????
?????????????????????????????????????????????????????????????????????????????????????








The Chilean economy seems to represent a major challenge in analytical terms. On the 
one hand, it has great macroeconomic indicators, showing that it is achieving major 
???????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
process of economic development. However, there are well-founded doubts about the 
distribution of the fruits of growth in function of the productivity of factors and about 
??????????????????????????????????????????????????????????????????????????????? ?????




allocation in the Chilean economy nor a substantial increase in the mobility of 
factors. Despite the drastic changes in the Chilean structure of relative prices, 
only minor factor mobility has taken place within labour and product markets.
?? ?????????????????????????????????????????????????????????????????????????????
induces changes in economic specialisation nor synergic relationships between 
?????????????????????????????????????????????????????????????????????????????
neoclassical-neoliberal hypothesis can be considered, in the Chilean case, as 
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???? ??????? ???????????????????????????????????????????????? ??????????????????
??????????? ????????????????????????????????????? ??????????????????????????????
the trade openness on the economy and on the current interrelations between 
????????????????????????????????????????????????????????????????????????????
???????????? ???? ????????????? ??? ????????????????? ???????? ???? ???????????
potential that we are looking for.99
?? ??????????????????????????????????????????????????????????????????????????
of the 782.203 thousand formal companies in operation, correspond to large 
corporations. They generate over 84% of the sales of all Chilean companies, 
showing a rate of sales growth, which increases each year. However, a small 
????????? ????????????????? ??????????????????????? ???????????????????????
???????? ???? ??????? ???? ?????????? ???????? ???? ??????? ?????????????????
????????????????????????????????????????????????????????????????????? ??????
????????????????????????????????????????????????????????????????????????????
???????????????????????????????????? ???????? ???????????????? ?????????????????
position in the internal markets in which they operate without a major level 
??????????????????? ???????????????????????????????????????????????????????
growth based on productivity.
?? ???????????????????????????? ??????????? ?????????????????????????????????????





?????? ???????????? ?????? ???? ????? ?????????????? ????????????? ???? ???????
specialization of the economy. The core of the non-mining large Chilean 
enterprises remains focused on the internal market. That situation will not 
???????????????? ?????????????????????????????????????????????????????????????
?????????????????????????????????????????????? ?????????????????????????????
endogenous capabilities of generating technical progress.
• The new relative prices in the Chilean economy do not seem to have been 
?????????????????????????????????????????????????????????????????????????????
competitiveness into markets. On the contrary, the concentration appears to 
be higher than in the period prior to trade liberalisation. The specialisation of 
99? ??????????????????????????????????????????????????????????
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????????????????????????????????????????????????????????????????????????????
to be very similar to the situation prior to trade liberalisation.
?? ?????????????????????????????????????????????????????????????????????? ????
and only focused in those sectors highly intensive in natural resources, with 
low value added, as well as highly intensive in cheap labour utilisation.
• Given the above, the Chilean economy presents a important level of 
??????????????? ??? ?? ??????? ?????????????? ????? ???????? ?????????????? ??????
???????????????????????? ?????????????????????? ????????????? ????????????
??????????????????????? ?????????????????????????????????????????????? ????????
??????????????????????????????????????????????????????????????????????????????
to develop endogenous capacities for productivity improvement.
?? ?????????????????????????????????????????? ????????????????????????????????????
??????????????? ?????????????????????????????????????????????????????? ???????
development of a greater synchronization between productivity and wages, 
seem to show the dominance in the Chilean economy of a predatory business 
??????????????? ?????? ??????????????????????????????????????????????????????




• The evidence reported here allows you to guess that the prevailing institutional 
????????????? ?????????????????????????????????????????????????????????????
??? ???????????????????????? ????????????????????????????????????????????
as a set of rules, are important for the access of economic actors to relevant 




of supply and demand, in the determination of prices, and the allocation of 
????????????????????????????????????????????????????????????????
?? ???? ????????????????????????????????????????????????????? ?????????????????
?????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
institutional reform in the more advanced representative democracies, the 
????????????????????? ??????????????????????????? ???????????????? ??????
to be placed quite far away from such a mode. Creation of mechanisms of 
???????????? ???? ???????????? ?????????????????? ?????????????? ????????? ???
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??????? ???????????????????????????? ???????? ???????????????? ????????????
??????????? ???? ???????????? ?????????????????? ?????? ???????????? ??????????
adopt the best structures in order to minimize transaction costs produced by 
??????????????????? ????????????? ????????????????????????????????? ??????????????
choice-institutionalism thought seem to conceived as “pure public goods”, does 
not have a solid empirical and historical basis in the Chilean case. On the 
contrary, it is common that domestic institutions become only “clubs” that 
favour certain economic actors, social actors, demographic groups, productive 
??????????????????????????????????????????????????????????????????????????? ???????
case, there is a clear predominance of institutions built during dictatorship and 
reinforced during the post dictatorship period. They seem to be aimed to the 
capture of economic rents and decoupling of processes for the improvement of 
???????????????????????????????????????????????????????????????????????????????
of the Chilean economy. The set of institutional rules that should allow the 
negotiation between actors in domestic and international markets, seems to 
be severely constrained by the implementation of the neoliberal model. That 
model is associated to strong institutional barriers to any change in the rules 
of the game or in the institutions of governance of markets. However, all these 
?????????????????????????????????????????????
?? ????????????????????????????????????????????????????????????????????????
liberalisation processes are far enough away from that forecasted by its 








that, in the Chilean economy, changes in the system of relative prices were 
????????????????????????????????????????????????????????????????????????????
analysis of the institutional determinants of this problem will be developed in 
??????????????
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Chapter 4
The New Faces of the Chilean Model and the Elusive 
Process of Convergence
????????????????????????????????????????????????????????????????????????????????????????????
on the convergence of product and productivity in the Chilean economy, trying to 
establish the degree to which this country is converging with more developed economies.
??????????????????????????????????????????????????????????????????????????????????
draw conclusions about the reasons for its success or failure, in connection to neoliberal 
forecasts associated to the openness process used to promote the implementation of 
the neoliberal model. Here the concepts and debates around the convergence process 
????????????????????????????????????????????????????? ?????????????????????????? ???????
the potential presence of this phenomenon, as it is associated with the trade openness 
???? ???????????????????????????????????? ?????? ????????????????????????????????????
in the Chilean case, a model of measurement is designed and applied, allowing 
comparison of the evolution of the Chilean GDP per capita with that of OECD 
member’s countries. The concept of “conditional convergence” was used here, to analyse 
the success or failure achieved by Chile in the “conditionality” area, after application 
??????? ?????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
is related to institutional factors. Once elucidated this point, our investigation will 
continue clarifying if actually the real outcomes of the Chilean model are determined 
by changes in the system of relative prices or by the institutional fabric within that 
this model operates.
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4.1. “Good-bye Latin America”
Chile belongs to a region that is characterised by its low growth. At the root of the 
??????????????????????????????????????????????????????????????????????????????????
terms of productivity, as it registers Figure 4.1.
Figure 4.1. Compared Real GDP Growth
Even if data is included from the years during which Latin America has enjoyed a 








rate as in the USA, the per capita income of the region would reach a quarter of that country’s per capita 
GDP. However, if the productivity of the region had been equal to USA, then Latin American GDP pc 
??????????????????????????????????????????????????????????????? ???
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?????? ??????????????????????????????????????????????????????????????? ????????????????
?????? ??????????????? ???????????????????????????????????????????????? ?????? ?????
?????????????????????????????????????????????????????????????????????????????????
not happened. The reason for this delay seems to be the low productivity of Chilean 
economy.





jumped to higher levels than its historical patterns, arriving at certain periods to 
become the highest in the world. From the neoliberal perspective, as we discussed in 
the preceding chapters, this phenomenon has been attributed to the fact that Chile 
???????????????????????????????????????????? ??????????????????????????????????????????
of Latin American countries. Therefore, trade liberalisation, the use of the market 
as a key element of the allocation of resources, the minimisation of the role of the 
???????????????????????????????????????????????????????????????????????????????????
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During the military dictatorship, period in which the Chilean model was installed, 
the deployment of a solid and stable process of economic growth was not a isolated 
neoliberal promise, but rather the “mother” of all neoliberal promises. In spite of this, in 
1990, the outcomes that the model had promised were not only failing to be achieved, 
???? ??????????????????????????????????????????? ?????????????????????? ??????? ???
???????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
maintain its augur of convergence as key point of their political promises. After long 
years of hardships, during the second half of the eighties the Chilean economy began 
to grow rapidly, while the rest of Latin America was struggling against successive 
????????????????? ???????????????????? ??????????????????????????????????????????????????
?????????????? ??????????????????????? ???????????????????????????????????????????????
ideas that made sense to many economists and politicians, even if some of them were 
located far beyond these conceptual boundaries.
Since the neoliberal speech, it was argued that Chile had followed a diametrically 
opposite path of the rest of Latin American countries. The country had opened its 
economy, deregulated its markets, privatised its public companies, reduced the level 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
This, they stated, was the reason that Chile, starting in the 90 s´, was growing at high 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????? ?????????????????????????????
had originated prior to the 90s. In the last years of the dictatorship a sentence was 
coined as a political slogan which pithily summarised what the Chilean neoliberal 
?????????????????????????? ???????????????????????????????????????????????? ??????
???????????????????????????? ????????????????????????????? ????????????????????????????
the third world, and supported by our successful economic model, are converging 
rapidly to European standards.”
After democracy was restored in 1990, the new Chilean authorities did not change 
?????????????????? ??????????????????????????? ???????????? ???????????101 developed in 
101? ?????????????????????????????????????????? ?????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????




Processed on: 20-2-2019 PDF page: 177
177
Spain during 1992, Chile implemented a promotional stand built around a large piece 
of iceberg moved from the Chilean Antarctic Territory to Europe. The message was 
??????????????????????????????? ?????????????????????????????????????????????????????????
????????????????????????????????????????? ?????????????????????????????????????????
Underpinned by these concepts, the new Chilean economic authorities continued 
to promote trade openness and market liberalisation as key to the development of its 
economy and society. In this way, during the nineties, Chile became one of the most 
open economies worldwide, at the same time achieving one of the highest degrees of 
????????????????????????????????????????102
???????????????????????????????????????????????????????????????????????????????? ???????
??????????? ????????????????????? ???????????????????? ?????????????????????????? ????
should constitute its main outcome, the convergence of its economy with those of the 
developed world. In a second moment, it will be necessary to analyse if those successes 
and failures are related to new price systems induced by the trade openness or, on the 
??????????????????????????????????????????????????????????????????????? ???????????????????
to verify empirically whether GDP and the productivity of the Chilean economy 
???????????????????????????????? ???? ????????????????????????? ?????????????????
out this analysis, we will not use as a starting point the old neoliberal discourse that 
prevailed during the period of the dictatorship, but the new speech with which this 
was substituted, since 1990, by the new post-dictatorship Chilean authorities.
???????????????????????????? ???????????????????????? ?????????????????????????? ??????????? ??? ??? ????
Times published an article in which it ironically described the Chilean idea of presenting the iceberg. The 
????????????????????????????????????????????????????????????????????????????????????????????????????????
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??? ?????????????????????????????????????????????????????????????????????????? ???????
implementation of the new course of action, associated with the strategic proposals of 
???? ????? ??????????????????????? ?????????????????? ?????????????? ????????????
????????????????????????????????????????????????????????????????????????????????
authorities, promptly launched a new action programme which gave a fresh start to 
the old neoliberal model.
4.2. The Rise of the Washington Consensus
????????????????????????????????????????????????????????????????????????????




Towards the end of the 20th?????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????? ?????????????
????????????????????????????????????????????????????????????????????????????
The recession induced by the neoliberal policies, that used monetary policies as a tool 
??????????????????????? ?????????????????????????????????????????????? ??????????????
??????????????????????????????? ????????????????????????????????????????????????????????????




less than two single-digits.
This situation was diagnosed by multilateral development organisations as resulting 
from the weaknesses of the neo-liberal monetarist approach promoted by Friedman 
and Stigler and consequently, since the beginning of the 1980s, a new proposal 
was developed by contemporary mainstream academics, and within multilateral 
organizations, by neoclassical economists positioned very close the boundaries of the 
neoliberal view.103
103? ?????????? ???????????????????????????? ??????????????????????????????????????????????????????
Advancement of Science, ?????? ???????? ??????? ????????????????????????????? ?????????????????? ?????
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The systematisation of these ideas in the late years of that decade, engendered a 
????????????????????????????????????????????????????? ??????????????????????
From this perspective, they proclaimed that inadequacy of neoliberal policies should 
be addressed through a range of policy interventions that conformed to a strategic 
programme, and which were systematised in the form of a Decalogue put in writing 
??????????????? ?????????????????????? ??????????????????? ????????????????????????????




approach of the 1980s, and the moderate neoclassical approach of the 1990s, which 
??????????????? ???????????????????????? ????????????????? ?????????????????? ?????









be progressively reduced until a uniform low rate in the range of 10 to 20 per 
cent was achieved.
??? ????????????????????????????????????????????????????????????????????????????
8. Privatisation of state enterprises.
??? ?????????? ??? ???????????? ????? ??????? ???? ?????? ??? ???? ????? ??? ?????????
competition.
10. Provision of secure property rights, especially to the informal sector.104
?????(??????????????????




????? ??????? ????????????????????????? ??????????????????????????????????? ??????????????? ????????? ???
????????????????????????????????????????????????????????????????????????????????????????????????????? ????
new dynamic enterprise threatened incumbent large companies in any market. The provision of secure 
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??????????????????????????????? ?????????????????????????? ????? ?????????????????
emphasis given by the latter to macroeconomic reforms over microeconomic ones. 
?????????????????????????????????????????????????????????????????????????????????????????
Despite the fact that neoclassical thought during half a century has maintained its 
leadership in the economic mainstream, towards the end of the Reagan government 
???????????????????????????????????????????????????????????????????????????????
???????????? ???????????? ??????????????????????????????????????? ????????????????????
?????????????????????????????????????????????????????????????????????????????????
a phenomenon that was in some ways analogous to the role played by “neoclassical 
synthesis”105???????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
same appearance. Instead, it suggested building a model that although still equipped 
??????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
ideological aspects of the neoliberal model, within it the core neoliberal approach 
remained essentially unaltered.
???????????? ??????????????????????????????? ??????????????????????????????? ???
????????????????????????? ????????????????????? an approach, which they understood 




a minimalist state and free movements of capital.
?????????????????????????????????????? ???????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
property rights, especially to the informal sector was never a topic taken seriously in Chile.
105? ???????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????? ???????????? ????????????????????????????????????????????????????????????????
???? ????????????????????????????????????????????????????????????? ??????????????????? ???????????????
????????? ????? ??????????????????????????????????????????????????????????? ?????????????????????????
of the neoclassical microeconomic scheme.











advocated for the maintenance of a constant money supply and leaving the economy 
????????????????????????????????????????????????????????????????????????????????????
thinking from the issues of political philosophy or economic anthropology, which 
??????????????????????????????????????????????????????????????????????????????L??????
?????????????????????????????????????????????????????????????????????????????????
points promoted by monetarism as tools of economic policy ????????????????????? ????
??? ??????????????????????????????????????????????????????????????????????????
the growth of the GDP.
2. Using rising interest rates as an instrument of monetary restriction by 
encouraging savers to lend money to banks, thus facilitating credit for 
investment.
??? ??????????????????????????????????? ??????????????????????????? ????????????
??? ?????????????????? ??????????????? ?????????????????????? ?????????????????
????????????????????????????108
??? ???????????? ??? ???? ?????? ??? ????? ?????????? ????? ??????????? ?????? ?????
????????????????????????????????????????? ???????????????????????????????????
??? ?????????????????????????????? ???????????????????????????????????????????????
allows governments to keep liquidity to be used in times of crisis.
7. Privatisation of public services and state enterprises.






their radical monetarist allegiance, were not at all essential to the Chilean model, or 
to neoliberal thinking, and for that reason were promptly discarded. In fact, after 
108 In the Chilean case, an adjustment of the balance of payments was added via decreasing nominal 
???????????????????????????????????????
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one side all attempts to use nominal wages as an adjustment variable of aggregate 
???????????????????????????????
??? ?????? ????????? ????????????????????????????????? ???? ?????????????????????????
??????????????????????? ??????????????????????????????????????????????????????? ??????
a proposal that left behind the neoliberal agenda. Abandoning monetarism as described 
?????????????????? ????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
that agenda. Following this line of reasoning, which understands the “abandonment 
of neoliberalism” as synonymous with the “abandonment of monetarism”, presents 
several problems.
Firstly, in Chile, the neoliberal post-monetarist policies were practically identical to 
??????????????????? ???????????????????????????????????????????????????????? ???????
by neoliberal Chicago trained economists, who considered them to be continuing the 
????????????????????????????????????????????????????????????????????????????????????
an abandonment of neoliberal model. In that case, we would also have to accept that 
??????????????????????????????????????????? ??????????????????????????????????????
?????????????????????? ???????????????????????????? ????????????????????????????????????
nor their opponents would be able to subscribe to.
In summary, it is sounder to assume that Chilean model did not lose its neoliberal 
???????????????? ???????????????????????????????? ??????????????????? ??????????????
??????????????????????????????????????????????????????????????????????????????????????
a neoliberal policy program.
Essentially, since 1990, the dominant public policy in Chile has consisted of implementing 
?????????????????? ??? ?????????? ??????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????? ??????????????????????????????????????????????????????????????
????????????????? ?????????????????? ?????????? ??????????????????????????????????????
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model” represents a deviation from the monetarist approach that was more radical than 
???????????????? ????????????????????????????????? ????????????????????????????????????
??????? ??????????????????????? ??????????????????????????????????????????? ?????
an abandonment of the key elements of the neoliberal model. However, the truly 
amazing event was that after the reestablishment of democracy at the beginning 
????????????????????????????????????????????????????????????????????????????
recommendations as their own programme.109
?????????????????????????????????????????????????????????????????????????????????
the organisers of the anti-dictatorship and anti-neoliberal movement, to proposals 
of multilateral organizations that advocated for the consensus. It is true that Chilean 
centre-left leaders, once in power, adopted the essential elements of the model that 
they had previously fought, apparently under pressure of multilateral organisations. 
Nevertheless, there were also powerful domestic pressures in the same direction. 
??????????????????????????????????????????????????????????????????????????????Many of 
the unpopular economic policies implemented by the Government of “La Concertación” obey 
less to the instances which have emerged from The Washington Consensus than to pressures 
from local economic powers in conjunction with multinational companies” (Larraín; 1999:3).
According to other authors, local and multinational pressures would have resulted in 
a new way of evaluating the neoliberal model by the “anti-neoliberal” elite, under 
????????????????? ????????? ???????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????110
109? ????????? ??????????????????????????????????????????????????????? ????????????????????????????????
?????????????????????????????????????????????????????? ?????????????????????????????????????????????????????
???????????????????????????????????????? ??????????????????????????????????????????????i???????????????
110 This phenomenon was repeated in all Latin America, involving both right and left wing governments 
???????????????????????????????????????????????????????? ???????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????
?????? ???? ????????????????? ????????? ?????????????????????????????????????????????????????? ????????????
organizations which, promoted instruments and policies previously designed and implemented in Chile, 
?????????????????????????????????? ???????????? ???????????????????????????????????????????????????
important subject is unfortunately beyond the scope of this research.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 184
184
??????????????????????????????????????????????????? ????????????????????????????
spite of its subsequent global application, the Consensus was developed as a set of 
?????????????????????????????????????????????????????? ????? ??????????????????111 
He stated: “????????????????????????????????????????????????????????????????????????????
Institute for International Economics convened in order to examine the extent to which the 
old ideas of development economics, that had governed Latin American economic policy 
since the 1950s, were being swept aside by the set of ideas that had long been accepted as 
appropriate within the OECD” ? ????????????????????
After this initial conference, emphasis was placed on the need to provide the Latin 
??????????????????? ???????????????????????????????????????????????????????????





not a viable option.112 Then, transforming needs to virtues in a very swift way, these 
recommendations began to be read by the post-dictatorship governments as part of a 
??????????????????????????????????????????????????????? ???? ??????????????????????????
??????????????????????????????????????????????????????????? ???????????????????
as part of their own programme.
???????????????? ???????????????????????????????????????? ????????????????????????????
administration, opening the capital markets as well as the real sector and implementing 
all the macro-institutional reforms advocated by the Consensus, assuming that they 
were implementing a non-Neoliberal development strategy.
?????????????????????????????????????????????????????????????????????????????????????
to scepticism of some guidelines of the Consensus, and subsequently widespread 
111? ??????? ??????????? ???????????????????????“The Washington Consensus was a product of its time, and 
so there was little recognition of institutional issues. Furthermore, the success of one Latin American country 
(Chile) that did a number of other things (such as pursuing countercyclical policies à la Keynes) that helped it 
avoid crises and mitigated the economic cycle, has pointed to some aspects of policy that did not receive proper 
recognition in 1989”.
112 It should be noted that, at the beginning of the 1990s, despite the collapse of the socialist countries, 
in the interior of the US Government and within multilateral agencies, the strategies of the cold war 
period continued to prevail and suspicions about the Latin American centre-left governments persisted.
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???????????????????????????????????????????????????????????????????????113 At a global 
?????????????????? ????????????????????????????????????????????? ????????????????????
the unassailability of Consensus policies began to be challenged. The unsatisfactory 











after another in the past twenty years have shown that merely liberalising markets, 
?????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????? ?? ????????????????????The one thing that is generally 
agreed on about the consequences of these reforms (TWC) is that things have not quite 










113? ?????????????????????????????????????????????????????????? ?????????? ?????????????????????????
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of the Chilean model have emphasised that it was necessary, once the post dictatorship 
period had begun, to avoid the state adopting an activist stance to overcome market 
failures in critical areas, stating that the state must plays only a subsidiary role.
Chile has undertaken for the longest time worldwide each one of the recipes to 
???????????????????????????????????????????????????????????????? ?????????????????????
????????????????????????????????????????????????????? ??????????????????????????????
converging towards the levels of productivity and growth of the developed countries, 
?????????????????????????????????????????????????????????????????????? ????????????????
policies, adopted neoliberal-neoclassical proposals would appear to be grounded on 
the wrong premise.
???????????????????????????????? ????? ????????????????????????????????????????????? ??
will show throughout this chapter by using the Chi?????????????????????????????????????
market liberalisation and trade openness do not seem to generate economic growth 
based on productivity if markets are not fully competitive and if a suitable institutional 
????????????????????????????????????????????????????????????????
4.3. What are we talking about when we talk about 
Convergence?
??????????????????? ??????????????????????? ?????????????????????????????????????????






the level of use of factors of production.
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????????????????????????????????????????????????????????????????????????? ???????????????
by an aggregate production function that presents diminishing returns to scale in 
????????????????????????????????????????? ????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????? ?????? ?????
that the product grows less proportionally to the capital stock. Thus, the marginal 
productivity of that factor would decrease.
??????????????????????????????????????????????????????????????????????????????????????
rates over time. Given this factor, the concept of absolute convergence assumes that 
countries which are less developed and have less abundant capital would possess a 
higher marginal productivity. For this reason, it is assumed that poor countries should 
grow faster than wealthier ones.
???????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????? ???????????






particularly worth revisiting it in order to visualise the discussion in light of the Chilean 
?????? ????????????? ??????????????????????????????????????????? ????????????????????
?????????????????????????????? ?????????????????????????????????????????????????




establish if incorporation of Chile to OECD114 has been associated with the presence 
of a real convergence of the Chilean economy to countries of similar characteristics 
as the neoclassical and neoliberal theory hoped.115
114 Chile was accepted into OECD in 2010.
115? ?????????????? ????????????????? ???? ?????????????? ??????????????? ???? ???? ??????????????????
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convergence was actually achieved, and thirdly to inquire about the meaning of the 
presence or absence of this form of convergence.
Then, our focus in this chapter will not be placed on the analysis of determinants of the 
???????????????????????????????????????? ????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????




They proposed two new key technical meanings of the word: “convergence”. One 
is binomial: conditional convergence and unconditional convergence and the second is 
binomial: ? convergence and ? convergence.
??????????????????????????????????????????????????????????????????????????? ????????
one is “unconditional (or absolute) convergence”, a process that occurs when the income 
gap between two countries decreases, irrespective of the countries’ other characteristics 
????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????? This process of ??absolute convergence may be 
?????????????????????????????? ?????




to reinforce the characteristics that are usually associated to this conditionality. In their proposal, this 
would be compulsory for any NDE aspiring to overcome its underdeveloped status.
???? ????????????????????????????????????? ?????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????
kind of convergence at an aggregate level.
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???????y i, t” is the GDP per capita of the economy “i” at time “t”??????“α”??????????????
?????????????????????????????????????????????????????????????????????????? ??????????????
The type of regressions used to test this model consider that there is convergence if 




?????????????????? ??????? ??????????????? ????????????117 measured across countries, 
regardless of their particularities.118
???? ??????????????????????????????????????????????????????????????????????????????
of spontaneous absolute convergence. Nevertheless, soon that idea was abandoned 
?????????????????????????????? ?????????????????????????????????????????????????????
emerged. This new meaning of “convergence” refers to when the economic gap 
between two countries with similar characteristics becomes narrower over time. 
????????????????????????????????????????????????????????????????????????????????????
the initial level of GDP per capita. If all of these particular features are the same for 
an economy and they are grouped in a single vector X, in terms of the growth-initial 
???????????????????????????????????????????????????????????????????must also be negative 
??????????????????????????????????????
???????? ????? ???????????????????
1.  logy I, t =air + β logy i,t-1 + ? Exit + ui
??????X incorporates precisely the conditions formerly grouped with other variables 
???????????????????????????????????????????????????????????????????????????????????
each country “i” in a “t” moment of time, then ? will be the parameter that measures 
117? ????????????????? ?????????????????????????????????????????????????????????????
118 Even knowing the weakness of the APL in capturing the real productivity of an economy, it 




to form productivity estimations. Generally, there is no available and comparable data to facilitate this 
?????????
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variable to be incorporated in the growth equation. In fact, when it is assumed that all 
countries converge to the same steady state point, the convergence is said to be absolute. 
In this case, it is obtained without considering the set of structural variables X, since it 
is assumed that it is more likely to encounter unconditional convergence in relatively 
????????????????????????????????????????????????????????????????????????????????????
These were the grounds of the concept of “conditional convergence”. Theorists of 
this kind of convergence argue that NDE must install an institutional framework that 
promotes, at least, a strong presence of foreign direct investment plus trade openness 
and market liberalisation. This would foster technological learning processes, improve 
human capital and increase domestic productivity of capital. All these factors would 
enhance processes in which conditional convergence arises among countries with 
similar characteristics.
Those countries that lack such homogeneity should therefore aim at establishing internal 
conditions that allow them to obtain similar performance levels to those of the group 
of countries to which they want to converge. In fact, there are an important number 
of empirically observable correlations between the economic growth rate of countries 
granted by similar institutional frameworks, public policies and technological levels 











120 Several neoclassical authors have adhered to this analytical framework, arguing that in those NDE, 
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Throughout the period under analysis, the Chilean economy has been oriented in 
this direction, and for almost four decades Chile has been implementing development 
??????????????????????????????????????????????????????????? ???????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
for all of them.
?????????????????????????????? ??????????????????????????? ????????????????????????
options have made it possible for Chile to move forward, steering it towards a path of 
real development despite knowing that there is major evidence that the world is not 
evolving according to a growth path of “unconditional convergence’’. Instead, there 
is profuse evidence of “conditional convergence’’.







Solow, referring to the non-convergence of all countries to a single level of GDP per 
capita, but towards its own steady state.
From this point, the old neoclassical model was reconstructed, assuming that it may 
predict absolute ???????????????????????????????????????????????????????????????????
absolute convergence would occur only if all countries have similar levels of technology, 
???????????????????????????????????????????????????????????????????????????????????
and initial capital endowment. In this event, it was agreed that the neoclassical model 
predicted that the growth rate of economies would be inversely related to the distance 
that separated the economy from its own steady state.121
??????????????????????????????????? ??????????????? ???????????? ????????????????????????????? ?????????
processes. This in turn would improve human capital and increase the domestic productivity of capital, 
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In the academic world, this conceptual leap was accepted as the logical evolution of the 
???????? ????????????????????????? ????????? ????????????????????????????????????????????
the transformation of the original promise of convergence with the developed world 
into a simple convergence with a theoretical steady state. It meant dismantling the bulk 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????
Perhaps this is the reason why discussions regarding convergence, continued in the 









the most reputed neoclassical and neoliberal authors emphasised additional variables, 
???????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????? ????????????????????????????????????????
that they stress the importance of the implementation of certain macro-institutional 
reforms in Latin American countries.
These reforms were promoted by the neoliberal-neoclassical discourse as the most 
appropriate path to achieve a self-sustaining growth process, which would guide the 
region towards a path of economic convergence, providing it with characteristics 
similar to those of developed countries to which the continent aspired to converge.
????????????????????????????????????????????????????????????????????????
countries, shows that Chile present a situation a little less auspicious than the formerly 
described. In fact, the country has developed very weak catching-up processes, 
???????????????????????????????????????? ????????????????????????????????????
?????????? ??????????????
economists and the Solow-Swan model from the development of the NEGT in advance, took on a 
???????????????????????????????????????????????????????????????????????????????????????????????????????
is related to changes in conditions included in the ceteris paribus of the regression, which are able to 
assimilate any country to its most developed peers.
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was that speed of convergence in its “normal” level must be around 2% annually in 
???????????????????????????????????????????????????????????
In order to refute criticism to their econometric analysis of cross section data that leads 
????????????????????????????????????, the defenders of traditional neoclassical analysis 
supplemented it by evaluating the evolution through time using the standard deviation 
?s) of the distribution of income per capita. This means that there is s convergence if 
the dispersion of per capita income or output, measured as its square root of variance, 
diminishes over time.





If GDP per capita values tend to be more huddled around the average as time passes, 
we would talk about s convergence. Then there is s convergence if the dispersion 
and inequalities between countries fall over time. The implicit idea is as follows: in 
?????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????? ???????????????????????????????????????????????????????
of convergence toward the steady state. For ? convergence, it is necessary that there 
is ? convergence and hence poor countries tend to grow more than the rich, but it is 
also necessary that the “other factors” do not act in the opposite direction.122 Given 
122? ??? ??????????????????????????? ???????? ??????? ?????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????2t. The condition that 
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that standard deviation which measures the dispersion of real per capita income or 
productivity over time is the square of variance, s convergence measures the dispersion 
of real GDP per capita or APL over time, based on the standard deviation of the 
logarithm of any or both variables across a group of countries or regions.
?????????????????????????????????????????????????????????????????????????????????????
indicates that, in absolute terms, variances in GDP per capita or APL also decrease, a 
situation which is assumed as evidence of s convergence.123
Thus, all things being equal, we can assume that ??convergence possibly leads to 
s ?????????????????????????????????????????????????????????????????????????????
convergence does not necessarily lead to s convergence, given that it does not necessarily 
??????????????????????????????????????????????????????????????????????????????????
convergence indirectly through the sign of ???this should be judged directly by looking 
at the dynamics of dispersion of income level and/or growth rate across countries 
????????????????????124
??????????????? ?????????????????????????????????????????? convergence is consistent 
both with a constant distribution among economies as with increasing variance. 
Accordingly, in his view countries do not lead towards a conditional convergence 
???????????? ???? ??????????????????????????????????? ??????????????????? ????????







logarithm of the product per capita.
124? ???????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????? ?????????????????????? ????? ???????
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Trying to prove whether Chile has achieved high rates of growth based on its low 
initial income is not the point that most interests us. It is plausible to assume that the 
neoclassical hypothesis of absolute convergence articulates in an appropriate form 
the fact that, in DE, GDP should grow less rapidly than in NDE. However, it would 
not prove that only initial GDP per capita is the determinant of growth or that it 
????????????????????????????????????????????????????????????????????????????????????






equations of growth dynamics.
The option of identifying additional variables, which in the Chilean case would be 
partially correlate with the rate of economic growth, is not useful to our purposes. 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
economic growth using “quality of institutions” as a country member’s selection criteria.
????????????????????????????????????????????????????????????????????????????????????????
????? ??????????????????????????????????????????????????????????????????????????
??????????? ????????????????????????????????? ????????????????? ??????????? ????








???????????? ?????? ??????????????????????? ?????????????????????????????????? ?????
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considering these points, Chile s´ admission to OECD was in some way a guarantee 
of the presence of an important number of the more reputed characteristics, which 
the country shares with some of the more developed countries of the world. Given 
??????????????????????????????????????????????????????????????? ??????????????????? ??
???????????????????????????????????????? 2 of those regressions would indicate that the 
???????????????????????????????????????????????????????????
In the Chilean economy 1990-2009, there a lot of variables that presents a potential 
????????????????????????????????????????????????????????????????????????????????????
relative quality of human capital and the considerable amount of Foreign Direct 
??????????????????????????????????????????????????????????125 FDI is an important 
factor that would boost technological learning processes, improve human capital and 
increase the productivity of domestic factors and even the domestic level of investment 
capital. However, at this stage in the development of economic theory, there seems 
to be present a solid consensus as to which institutional factors are the most relevant 
???????????????????????????????????????????????????????????????????????????????
????????????????? ????????????? ???????????? ????????????????? On these grounds, 
the set of neoliberal-monetarist policies, as well as the policies of neoliberal orientation 
???????????? ????????????????????????????????????????????????????????????? ?????
aimed at stimulating endogenous growth conditions, essentially anchored in the new 
structure of relative prices induced by the liberalisation process.
???????? ?????????????????????? ???????? ???????????????????????? ????????????????
mainstream took the approach of conditional convergence, assuming the presence of 
some institutional variables within the Chilean model: solid property rights, freedom to 
????????????????????????????????????????????????????????????????????????????????????????
between private parties etc.
125? ?????????????????? ???????????????????? ????????????????? ?????????????????? ????????????? ????????
???????????????????????????????????????????????????????????????????????????????????????????????????????
each domestic GDP, but Chile stands out with an FDI-to-GDP ratio of 7.5% that year.
???? ?????????? ?????????????????????? ??????????????? ????????????? ???????????????? ????????????
??????????????????????????????????????? ???????????? ???????????????????? ?????????????????? ???????????
??????????????????????????????????????????????????????????????????????????????????????????????????
?????? ??????????????????????????????????????????????????????????????????????????????????????????????
they interact with political institutions. Supported by political institutions, economic institutions may 
be installed by small groups, which wield political power. As a result, economic institutions harmful to 
?????????????????????????????????????????????????????????????????????????????????????????????????????
institutions because of commitment problems.
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Given the incorporation of these institutional variables, neoliberalism assumed that the 
“success” of the Chilean economy was a good indication of how their own policies, 
which ensure conditionality, have contributed to the development of Chile and to its 
????????????????? ?????????????????????????????????????????????????????????????
Nevertheless, we have the impression that these statements are not necessarily in line 
with available evidence and in several cases, they mistake presence of a strong potential 
????????????????????????????????????????????????????????????
Quah has shown that convergence only occurs in groups of countries in which certain 
characteristics of conditionality are shared in a very narrow way. Relevant convergence 
???????????????????????????????????????????????????????????????????????????????
????? ??????????????????????????????????????????? ??????????????????????????????????
??????127 on the contrary it should be tested in groups of countries where variable “X” 
???? ?????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????? 
convergence, as a necessary condition for the occurrence of convergence, within the 
OECD group that Chile joined, stressing that the ???????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
require us to prove what will happen in the future with the convergence of the Chilean 
economy, but to prove if, after 35 years of economic opening, Chile has actually 
????????????????????????????????????????????????????????
Thus, our analysis is one developed after the implementation of openness and liberalisation 
policies, assuming consequences of neoliberal-monetarist policies implemented between 
1973 and 1990, but focusing primarily on what occurred in the implementation of 
??????????????????????????????????????????????????????????????????????????????????
127? ???????????????????? ??????????????????? ??????????????????? ?????? ?????????????????????????????
?????????????????????????????????????????????? ?????????????????????????????????????????? ?????????????
assumptions as to whether the data is well characterised by a limiting distribution. As a result, they 
??????????????????????????????????????????????????????????????????????????????????????????????????????????
alternative hypotheses under consideration, as well as on the initial conditions characterising the data 
??????????????????????????????????????????????????????????????????????????????????????????????????????




growth, should always be taken carefully because of limitations to the data and substantial model 
uncertainty.
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analyse more carefully in which way institutional determinants of convergence are 







if Chile has shown the process of convergence to developed countries because of its 
process of trade openness and the introduction of a neoliberal model of development. 
????????? ???????????????????? ???????????????????????????????????????????????????????? 
? and-or s convergence of GDP and productivity in the Chilean economy, with the 
economies of member countries of the OECD.
?????? ????????????????????????????????????????????????????????????????????????????????
????????? ?????????????????????????????????????????????????????????????????????????????
GDP and productivity convergence of Chile with OECD member countries from 
????????????????????????????????????????????????????????????????????????? Chile is the 
only country in this group that was not a member of the OECD in 1990, although 
it had been applying policies consistent with the proposals of this organisation since 
????????????????????????????
For this reason, its inclusion is valid. Then, rather than regress to an equation of 
conditional convergence in order to assess the weight on the growth of the multiples 
variables associated to OECD s´ conditionality, we will assume that, to a greater or 
?????????????????????????????????????????????????????? ??????????????????????????????
to the 25 countries surveyed.
??????????? ?? ???????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????? ??????? ???????????? ????????????
??? ???????????? ???????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????? ?????????????????????????
???????????????????????????????????? ????????????????????? ?? ?????????????????????????
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behaviour of the Chilean economy in relation to the general trend observable in the 
group under consideration.
?????????????????? ?? ????????????????????????????????????????? ??????????????????????
???????????????????????????? ???????????????? ???????????? ??????????????????????
1990-2009. The GDP and APL series incorporates homogeneous data, from 1989 
onwards, for Chile and the other 24 countries that were OECD members in 1990.128
The GDP per capita PPP in USD of 2005 includes homogeneous estimations made 
by OECD and the productivity series includes homogeneous estimations of GDP 
per hour worked, a measure of Average Productivity of Labour, also estimated by 
OECD. The formula used for estimation of average GDP per capita growth rate for 
each country (i) throughout this period is:
?????? ???????? ????????????????????????????t”, of each country “i”, measured by the 
????????????????????????????? ??????????
Y1, until Yn? ??????????????????????????????????????????????????????
Yi-1, until Yn-1?????????????????????????????????????????????????????????
The formula used for the estimation of APL growth rate for each country (i) throughout 
this period is:
????????????????????????????????????????????????????????????????????????????
PPP, of each year “t”, of each country “i???????????????????? ???????????129
128 Henceforth, we will refer to these 25 countries only as OECD countries.
129? ????????????? ??????????? ????????????????????????????????????? ????????????????????????????????????
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Data obtained by applying these formulas is shown in Table 4.1 below.
In this table, the natural logarithms of GDP PPP Growth Rates were calculated for 
?????????????????????????????????????????????????????????????????????????????????
???????????????????130
The natural logarithms of APL were calculated for the period 1990 up to 2009 with 
?????????????????????????????????????????????????????????????????????????????????
The natural logarithms of GDP per capita PPP of base year 1989 were calculated for 




Ln GDPpp PPP Growth 
Rates 1990-2009 (US$ 
2005)
Ln APL Growth 
Rates 1990-2009 (US$ 
2005)
Ln GDPpc PPP 
base year 1989 
(US$ 2005)
Australia  0,017941 ?????????  10,13459
Austria ?????????  0,014888 ?????????
Belgium ?????????  0,013275  10,10234
Canada  0,01151z4  0,012312 ?????????
Chile  0,034423 ?????????  8,79844
Denmark  0,011437  0,013213 ?????????
Finland  0,013920  0,021089  10,04875
????????????? ???????????????????????????????????????????????????????????????????? ??????????????????
input as total hours worked of all persons engaged in production. That Average Labour Productivity 
??????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????? ??????????????????????????????????????? ???????????????????????????????????????
?????????????????????????? ???????????????????????????????????????????? ?? ?????????????????????????????
development path of APL to be negatively correlated to the initial level of GDP per capita.












Ln GDPpp PPP Growth 
Rates 1990-2009 (US$ 
2005)
Ln APL Growth 
Rates 1990-2009 (US$ 
2005)
Ln GDPpc PPP 
base year 1989 
(US$ 2005)
France  0,009993  0,015204  10,07872
Germany  0,012492  0,015830 ?????????
Greece  0,019782  0,014520  9,74939
Iceland  0,014437  0,024340  10,14808
Ireland  0,031843 ????????? ????????
Italy ????????? ?????????  10,05571
Japan  0,007714  0,017377  10,13421
Luxembourg  0,023530  0,011210 ?????????
Netherlands ?????????  0,011355  10,14250
New Zealand  0,013580  0,011409 ????????
Norway  0,018383 ????????? ?????????
Portugal  0,015089 ????????? ????????
Spain ?????????  0,007898  9,85245
Sweden  0,013795  0,018099 ?????????
Switzerland ?????????  0,009974  10,40915
Turkey  0,022008  0,024420  8,90485
United 
Kingdom ?????????  0,018453  10,05351
United States  0,012931  0,018828 ?????????
Source: Data for Chile and others 24 countries members of OECD since 1989 and before: APL 
????????????????????????????? ??????
The equations used to estimate a regression model of cross-section data for the 25 
OECD member countries, are reported below.131132
(3) ??GDP i, t????????????????i0?????i  ?????????
(3) ?? APL i, t????????????????i0?????i   ?????????
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???????????????????????????????????????????????????????????????????????????????????
Additionally, each country is denoted by the term i, which ranges between 1 and 
????? is a constant level, ? is a slope parameter, ? is a random component and 0 and 
t?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????0 and T is the number of years 
???????????????????????????????????????????????????????? ???????????????????????????????





??????????????????????????????????????????????????????????????????????133 at a level of 
???????????????????????????????????????????????????????????????????????????????????????
????????? ??????????????????????? ???????????????????????? ???? ??????????????????
????????????????????????? ???????????????????????????????????????? 1990-2009 ?????????
???? ????????????????????????????????????????? 1989,? ??????????????????????????????????
???????????????? ?????????????????? ??????????????????????????????????????????????????
with forecasts of neoclassical theory. However, several particular situations problematize 
this framework.
?????????????????? ?????????????????? ???????????????????? ??????? ?????????????????? ????????????? ?????





Processed on: 20-2-2019 PDF page: 203
203
Figure 4.4 A. Convergence of GDP pc: OECD 1990-2009
Figure 4.4 ??????????????????????? ?????????????
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4.7. What do Regressions of Incomes and Productivity Show?
??????????????????????????????????????????????????????????????????????????????????? ???
???????????????????????????????????????????????134 in general show the negative 
sign of a relationship between both dependent variables and the independent one. 
?????????????????????????????????????????????
? ??? ???
????????? ????????????????????? APL 1990-2009
GDP 1989 * -0,117 -0,00892
???????? ?????????




Chart 4.1. Standard error in parentheses
*  p   <. 0,01
??????????????????????????????2 ????????????????????????????????????????????????????
???????????? ??????????????? ??????????????????????????????????????????????????????????
of dependent variables GDP per capita and APL 1990-2009, a result acceptable given 
the simplicity of the equations used and the inclusion of multiple variables. Our 
????????????????????????????????????????? conditional convergence as described by 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
dynamics of convergence, depending more from the institutional characteristics of 
the countries than the initial distribution of incomes.
?????????????????????????????????????????????????????????????????????????????
??????????135? ???????????? ??????????????????????????????? ????????????????????????
134 The estimates of labour productivity used here are mainly based on data obtained from OECD 
??????? ????????????????????????????????????????????????????????????? ????????????????????????????
??????????????????????????????????????????????????????????? ?????????????????????????????????????????
the core analysis given that they are discontinued and are not available for all OECD member countries 
of our sample.
???? ????????????? ????? ???????????? ???????? ?????????????????? ???????? ???? ?????????? ???? ????
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which clearly starts from a higher level of GDP than the rest of the OECD member’s 
countries and, given the particularities of this small economy, has maintained higher 
output growth rates. However, these high growth dynamics in a country with greater 
?????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????










at their high level of GDP per capita over time.
The negative ???????????????????????????????????????????????????????? ??????????????????
with the presence of a clear negative relationship between linear GDP per capita and 
APL growths and the linear GDP per capita of the base year. Given these results, 
the presence of ? convergence of GDP per capita and APL of the OECD members 





world’s second largest investment fund centre, the most important private banking centre in the Euro zone 
???????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????????????






presents a more erratic performance within this period, with a substantial standard deviation, meaning 
that its GDP has important deviation, each year, in relation to the average national GDP of that period.
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GDP per capita of 1989, R2 suggest that APL ??????????????????????????????????????2 
??????????????????????????????????????????????????????????????????????????????????????????
variable attributable to the independent one suggesting that APL is a very important 
factor in determining the evolution of the GDP. The convergence ???????????????????
not only an inverse relationship between the country initial GDP and its future rate 
?????????????????????????????????????????????????????????????????????????????????
the OECD countries in our sample tend, to converge at an annual average speed of 
???????????????????????????????????????????????????????????? However this trend is 
??????????????????????????????????????????????????????????????????????????????????? ?????
remain constant if the average growth of GDP and APL were the recorded among 
2000-2009 and clearly the conclusions would change drastically if in our estimations 
??????????????????????????????????????????????????????????????????????????




to eliminate half of the initial OECD s´ GDP gap.
If, instead of focusing our attention on the trend or close the GDP gap among the 
OECD s´ country members, then we focus our analysis on estimating the potential 
speed of closing of the gap between the Chilean GDP and the OECD average GDP, 
results would depend on the assumptions used.
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???????????????????????????????????????????????????????????????????? ??????? ???????
capita and the OECD GDP per capita would be obtained in the year 2028, in which 
?????????????????????????????? ????????????????????????????? ???? ??????????
However, the growth rates of both have fallen sharply and both OECD and Chile are 
??????? ?????????????????????? ????????????????? ??????????????? ???????????????????????
?????????????????????????????? ?????????????????????? ??????????????????????????
trend, the convergence to a unique level GDP per capita would be towards the end of 
?????????????????? ??????????????????????????? ??????????? ??????????????? ???????
????????????????????????????????????? ?????????????????????? ???
??????????????????????????????????????????????????????????????????????????????????
of the GDP evolution does not seem to be able to sustain itself in you time due to 
the weak development of productivity. This weak support of productivity not only is 
observed visualising the formerly described average productivity of labour.
The information available on multifactor productivity in the Chilean economy, as 
???????????????????????????????????? ??????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
observed conditions that allow to suppose that this situation will change substantially in 
the coming years. On the contrary, the TFP has been worsening from 2009 onwards.
The antecedents are unequivocal in realizing that productivity represents a front of 
????????????????????????????? ?????????????????????????????????????????????????????
each year to the growth of national income, it is currently deteriorating. The Chilean 
economy, by lowering its productivity, has stopped advancing along the path of 
convergence, just as it had done during its golden decade.
?????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
average, by over 8% per year between 2002 and 2009. Given the importance of mining 
????????????????????????????????????????????????????????????????????????????????
factor for long-term growth.
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Figure 4.5.??????????????????????????????????????????????????????????
???????? ??????????????????????????????? ????????????????????????????? ????????????????????????
??? ?????????? ??????????????????????????????????????????????????????????????????????
growing.




4.7. Economic Convergence and Institutional Environment
One of the most important outcomes predicted by supporters of the Chilean model 
of development was the convergence of the country s´ GDP to that of developed 
countries. Neoliberal theorists promoted the idea both of these processes would be 
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powerful devices that would allow the Chilean economy to increase growth and 
productivity, displaying an inclusive growth process, supported by trade openness and 
?????????????????????????????????????????????????????????????????????????????????????
the neoliberal model of development is subjected to empirical proof of its truthfulness, 
??????????????????????????????????????????????
????????????????????????????? ?????????????? ???????????????????????????????? ???????
one, which promised a convergence towards development using as a tool a drastic 
?????????????????????????????????????????????????????????????? ????????????????????? ????
40 years of trade openness and liberalisation. The country will require almost another 
century to realise its projected outcome, making this an unattractive promise. Its lack 
????????????????????????????????????????????????????????????????????????????????????????
associated with the convergence of the Chilean economy.137
???????????????????????????????????????????????????????????????????????????????????
????????????????????????? ???????????????????????????????????? ?????????????????? ????
?????????????????????????????????????????????????????????????????????????????????????
higher GDP per capita growth rate. Nevertheless, Turkey the second lowest income 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
present performances in disagreement with the theory.
If in the end, the economic opening aims to generate the conditions so that, any 
economy that opens its borders may be placed in conditions to enhance productivity 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????? ??????????????????????????????????????????????????
solid growth of the GDP that allows that economy close its productivity gap with the 
most advanced economies. Unfortunately, this does not seem to be the case in Chile, 
since in its economy the level of growth that could bridge the gaps in any measure was 
?????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
from its initial GDP level. The fact that all the other things tend to be equal, has a very 
137? ?????????????????????????????????????????????????????????????????????????????????????????????? ???
????????????????????????????????????????????????????????????????????????????????????????????????????
1.94%. Onwards prospects are determined by the stage of international economics, not allowing Chile 
to be too optimistic about growth.
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In OECD s´ countries the policy s´ dissimilarity produces clear behavioural variances 
between countries, a situation that seems to prove the presence of ? conditional 
????????????? ???????? ??????????????????????????????????????????????????????????????
that were atypical of OECD in some aspects.
????????????????????????????????????????138 Nevertheless Turkey did not belong, 
in the analysed period, within the OECD of countries with higher growth in their 
???????????????? ???????????????????????????????????????????????????????????????????
all OECD prescriptions.
During 1990-2009, its economy was not fully open, its public sector was not heavily 
privatised and its monetary policy has only slowly been approaching OECD practices.
??????????????????????????????????????????????????????? ????????????????????????????????
the analysed period from a neoclassical perspective, by their relative distance from the 
path of economic reforms recommended by OECD.139? ?????????????????????????????
????????? ?????????????????????????????????? ???????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
a great level of economic growth, evolving from an agricultural economy to a non-




Chile is fairly far from converging with the income levels of the selected OECD member’s countries, 




?????????????????????????????????????? ???????????????????? ????????????? ??????? ????????????? ?????
it has been promoting structural changes to the Turkish economy that allow to it attract direct foreign 
????????????????????????????????????????????????????????????????????????????????????????????????????????
this national policy is not closely aligned to policies implemented by the others OECD countries.
529275-L-sub01-bw-Roman









This situation mobilised substantial amounts of foreign savings to Ireland and surely 
constituted an important cause of their fast growth. Ireland was a “good student” 
??????????????????????????????????????????????????????????????????????????????????
the case of Turkey, there are many doubts about whether they are in condition to be 
homologated to the others OECD countries, and as to whether their “conditionality” 
???????????????????????????????????? ??????????????
??????? ?????????????????????????????????????????????????????????????????????????? ???
per capita growth rates higher than the other 24 OECD member’s countries. This 
?????????????????????????????????????????????????????????????????????????????????????????
convergence. However, the presence of regression s´ negative sign does not imply that 
low Chilean income in 1989 is the reason why the country grew faster than the high 
incomes countries, when the other characteristics are controlled.
A by-product of the neoclassical assessment about this issue is that a rich country can 
grow faster than a poor country if the distance from its own steady state is further, or 
???????????????????????????????????????????????????????????????????????????????????????????
In that case, each country would possess its own conditional convergence logic, 
which would depend more on the relationship between introduced and independent 
variables in the growth equation, than on the variables included in the “ceteris paribus” 
condition of the same.
?????????????????????????????????????????????????????????????????????????????????????
conditional ?????????????????????????? ???????????????????????????? ????????????????
????????????? ?????????? ?????????????????????2???????????????????????????????????????
???????? ?????????????? ???? ?????? ??????? ???????????? ????????????????????????????????
Nevertheless, the higher productivity s´ growth between 1990 and 2009 corresponds 
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of the other countries. This is especially true if they present a negative relationship 
between average labour productivity and initial level of GDP, at least if we only try 
?????????????????????????????????????????????????????????????????????
???? ??????????????? ????????????????????? ????????? ?????????????????????????? ????
high average labour productivity. The direction of productivity changes in those two 
countries is not well predicted by the absolute convergence hypothesis. In the Chilean 
?????? ??????????? ???????? ???????????????? ??????????????????????????????????????
???? ?????????????????? ?????? ????? ??? ??? ???????????????????????????????????
?????????? ??????????????????????????? ?????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
Nevertheless, in 2009 Chilean APL continued to be 85% of Turkish APL, and 52% 
of OECD countries’ productivity average.
?????????????????????????????????????????????????????????????????????????????????
sectors showed impressive productivity rates. Nevertheless, often far larger segments 
???????????????? ?????????????????????????????????????????????? ???????????????????
????????????????????????? ?????????????????????????????????????? ?????????????????
???????????????????????? ?????????? ??????????????????? ???????????????????????????????
??????????????????????????????????????????? ??????????????????? ?????????????
The Turkish economy features a process of gradual trade openness and liberalisation 
that is less radical than Chile. However, one of the remaining barriers to productivity 
??????????????????????????????????????????? ?????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
has resulted in relatively low capacity utilisation. Turkey, from 1990 to 2009, was 
quite distant from the terms recommended by the OECD and presented a mediocre 
??????????????? ????????????????????????????????????????????????????????????????????
institutional frameworks of Turkey and Chile, Turkish productivity must grow less than 
??????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
which orient them to their steady state.
In the cases of Iceland and Finland, both economies have been oriented towards a 
new specialisation pattern based on high tech production activities, into the frame of 
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case of GDP per capita, which there is not a countrywide convergence to a unique 
????????????????????????????????????????????????????????????????????????????????
become even more productive than poor countries such as Turkey, whose GDP is 
climbing less than their productivity.
Given that, the most important point concerning the evolution of distribution of all 
the countries is to stress that each steady state depends essentially upon institutional 
?????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
should be measured with the sigma parameter. Convergence and divergence should 
??????????????????????????????????????????????????????????????????????????????????????
as the presence of some kind of dispersion of GDP per capita and APL overtime, which 
????????????????????????????????
If ??denotes the standard deviation of a cross section of size N and our regression shows 
????????????????????????????????????????????????????????????????????????? ???? ??????
country economies only have ?-conditional convergence. However, it is not possible 
??????????????????????????????????????????????????????????????????????????????????
GDP and the OECD countries´ GDP evolution without analyse carefully dispersion 
among productivities. In fact, in the area of analysis of APL evolution, evaluate the 
convergence that we are looking for would require that we focus on investigating 
140? ????????????????????????????????????????????????????????????????????????????????? ?????????????????????
?????????????????????? ????????????? ???????? ?????????????????????????????????????????? ? ???????????????
??????????????????
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fallacy of Galton and not a result of a distribution of countries that meet the convergence 
???????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
This negative correlation may be caused by deriving dynamic implications of the 
static behaviour of the distribution of countries at the time, when it really shows the 
countries’ distribution over time.
Although in our sample the behaviour of product and productivity conform to 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
is nowhere near approaching the OECD average, but this dispersion is not measured 
by ? convergence but the ? convergence.
The ? convergence is the concept connected with decline over time of per capita 







below or above its steady state value, variance will be growing or decreasing in time.
Generally, ?-convergence is associated with the presence of a linear function of 
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????????????????????????????????????????????????????????????????????????????????
above, we conclude that ? is the appropriate concept of convergence that we must 
use when we are trying to estimate the cross-sectional dispersion of Chilean GDP 
and APL from 1990 to 2009.
A straightforward way to identify sigma convergence is to plot the standard deviation 
of the log of GDP per capita against time and if it shows a decreasing trend then there 
???????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
? convergence, a growing standard deviation can be interpreted as a sign that we are 
???????????????????????????????????????????????????????????????? ????????????????????
estimate the standard deviations of APL and growth of the GDP per capita of Chile 
and the other twenty-four OECD member countries, trying to establish the presence 
of a convergence or divergence process and then comparing our estimations of ? 
convergence with our estimations of ? convergence.
If the variance of real GDP per capita logarithm is denoted as ?t in group of countries 
in time t, then: we can assess that:
??convergence among t and t+1 period means: ?t › ?????
and
? divergence means:    ?t ‹ ?????
??????????????????????????? ????????????????????????????????????????????????
????????????????????????????????? ??????? ??????? ?????????????????????????????????
deviation of log values of growth rates of GDP per capita and APL of OECD countries 
during the 21 years that we are analysing.
Columns N° 3 and N° 5 report the series of Average rate of Growth of those variables.
Additionally, Figure 4.2. data shows graphically the performance of standard deviation 
and average growth rates of both variables.
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Table 4.2. Standard deviation and average GDP per capita and APL, 25 OECD member 
countries: 1990-2009.
Year GDP pc Growth Standard Deviation of 
GDP pc Growth
APL Growth Standard Deviation 
of APL Growth
1990  23.901,32  7.505 ?????? 9,34
1991 ??????????  7.800 ?????? 9,75
1992 ??????????  7.800  32,12 9,85
1993  24.325,25  7.921  32,79 9,99
1994  24.957,71  8.184  33,53 10,48
1995  25.550,95  8.114  34,00 10,38
???? ??????????  8.151 ?????? 10,48
1997  27.031,48 ?????? ?????? 10,58
1998 ??????????  8.821 ?????? 10,77
1999  28.739,53  9.389 ?????? 11,15
2000  29.810,82  9.938  37,79 11,45
2001  30.205,28  10.081  38,28 11,52
2002 ??????????  10.294  38,97 ?????
2003 ??????????  10.281 ?????? 11,75
2004 ??????????  10.535  40,49 ?????
2005  32.445,44 ???????  41,14 12,07
????  33.294,20  11.141  41,75 12,02
2007 ?????????? ???????  42,32 11,78
2008  33.870,15  11.285  42,02 11,42
2009  32.342,80 ??????? ?????? 11,47
??????????????????????????????????? ?????????????????????
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Figure 4.6. GDP per capita and APL s convergence of OECD member countries and Chile 
1990-2009. Source: Author s´ estimation using OECD Data bases.
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If we analyse the behaviour of the standard deviations of the rates of growth in average 
??????????????????????????????????????????????????????????????????????????????????
clear that ? is rising.
Overtime.141 The evolution of dispersal clearly shows that in the OECD countries 
analysed: [?t ‹ ????], which means that we would be in the presence of a sigma divergence, 
based on the clear trend of GDP per capita and APL to increase dispersal along the time.
In Table 4.3 it is possible to deduce the clear presence of ? divergence in the GDP 
and productivity growth. Nevertheless, while the standard deviation of both variables 
tends to increase in relation to their average over the period, over the last year of the 
??????????? ??????? ???????????????????????? ??????????????????????????????????????
141? ????????????????????????????????????????????????????????????????????????????????????????????????
samples was twice as low as the standard deviations of the average GDP of the concerned 25 OECD 
????????????????????????????????????????? ??????????????????????????????????????????????????????????????
can be deduced. Observing the growing trend amongst them, we can assert that it is not possible, because 
of this, to probe the hypothesis of ? convergence.
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This only marks a change in the progression of the divergence and not a change in the 
sense of it, given that changes are not in the direction of reducing the dispersion, but 
rather just in the intensity of observable dispersion, when we compare the evolution 
??????????????????????????? ????????????????????????????????????????????????????????????
within the supposedly more homogeneous of all world business groups, are marked 
???????????????????????????????????????????????????????????????????????????? ?????????
aggregation hides the convergence of a few countries behind the divergence of others.
?????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
The processes of convergence can be established because some rich countries tend to 
decelerate their growth rates of product or productivity in relation to OECD average 
?????????????????????????????????????????????????????????????????????????????????????
these variables with respect to this parameter.
The same occurs with divergence processes. In some countries, this is due to the 
decline in the growth of GDP or APL that occurs because the country moves upward 
from the path of convergence of other countries. In addition, it occurs because the 
growth rate of those variables has slowed, to the point of placing it low in the path of 
convergence of the remaining countries when considered as a whole.
If we assume that the steady state to which OECD converge is average GDP per capita 
????????????????????????????????????????????????????????????????????????????????
dynamic values assuming that OECD average would be equal to 100, year to year.
????????????????????????????????????????????????????????????????????????????????????
countries, and even in the evolution of productivity in relation to GDP per capita 
evolution. In terms of the dispersion on the evolution of the GDP per capita from 
????????????????????????????? ??????????????????????????????????????????????????? ??????
OECD we can observe that 13 countries diverge and 11 countries converge.
???????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
recorded a decline in the growth of its GDP per capita, which leads them to come 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????? ?????????????
that GDP per capita of those countries is close to the OECD average GDP per capita.
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In relation to the APL, it is observed that seven countries diverge and seventeen 
?????????? ????????????????????????????????????????????????????????????????????? ????
????????????????????????????????????????????????????????????????????????????????
powerful dynamic than the convergence of per capita product.
It is interesting to observe that, of the 13 countries in which GDP per capita converges 
??????????????????????????????????? ??????? ??????????????????????????????????????????
evolve in the same way, while in the 4 countries in which the product converges from 
?????????????????????????????????????????????? ?????????????????????????????????????????





productivity is rising and the stronger productivity of Greece is clearly declining in 
absolute terms.142
All those indicators suggest that we can refute the hypothesis null that Chile and 
????????????????????????? convergence over the period under analysis. In simpler 
???????????? ??????????????????????????????????????????????????????????? ??????????????
and APL ? convergence of Chile and this group of OECD countries, at least in the 
???????????????????????????????????????????????????????????????????143
142 Convergence from above implies that there is over-capitalisation, but this term only has meaning 
relative to the level of productivity. If there were a higher level of TFP then the level of capital per worker 
would no longer be too high. On the other hand, convergence from below implies a country can develop 
???????????????????????????????????????????????????????????????????????????????????????????????????




??????????? ????? ?????????????????????????????????????????????????? ??????????????????????? ?????????
????????? ?????????????????????????????????????????????????????????????????
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4.9. Convergence and Institutions. The New Institutional 
Environment and the New Institutional Arrangements
Assuming then that Chile shows the presence of ? convergence, but also displays 
???????????????????convergence, the pertinent question is what this means in terms 
of an evaluation of Chilean public policies which have been trying to promote this 
process of conditional convergence forty years. In some respects, Chile would seem 
to be following the right path because given its factor endowment and initial income 
level, it has the characteristics required to achieve high growth rates especially by the 
fact that institutional variables which, in agree with the neoliberal approach, seem to 
correspond to best available option to LDC like Chile.
The initial period of economic openness seems to have allowed Chile to achieve 
??????????????????????? ??? ???????????????????????? ????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
??????????????????????????? ??????????? ???????????????The change in Chile’s per capita 
???????????????????????????????????????????????????????????????????????????????????




of the Asian crisis, clearly marked a turning point in the until that time supposedly 
successful Chilean model. The aforementioned crisis was managed in a very biased 
way by Chilean economic authorities who introduced a bulk of contractive policies 
focused on small business, at the same time that large corporations were protected 
???????????????????????????? ????????????????????





remain stagnated. Certainly, other causes also determined the fall of Chile s´ productivity, 
among them is highlighted the rising cost of energy. However, the decreasing levels 
of competence among companies seem to us the most important factor.
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In general, everything seems to indicate that in Chile there are important institutional 
limits to the sustainability of a convergence tendency similar to observed during the 




key vulnerability. It is related to the fact that domestic elites have been implementing 
policies which have not been designed in function of the national interest, but essentially 
in function of the particular interest of larger business groups who control the national 
institutions in several and sophisticated ways.
Given this, even when a strictly neoclassical analysis of the presence of convergence, 
????????????????????????????????????????????????????????????????????????????????????
not necessary imply that model s´ outcomes are in compliance with the projections 
of the neoliberal model. This is the case that we are analysing, since the institutional 
????????????????????????????????????????????????????????????????????????????????????????
to promote the growth process which they assume should be automatically produced.
Convergence found between Chile and the OECD partner countries during the 
period analysed, only indicates that Chile’s economy achieved high growth rates over 
?????????????????????????? ??????????????????????????????????????? ???????????????????
to the levels of GDP PC and productivity of developed countries. That is a normal 
situation and is not unusual which, when newcomers are compared to developed 
????????????????????????????????????????????????????????????????????????????????




forecast, as our estimates show, would be required, ceteris paribus, about eighty years 





the low mobility of production factors or by a limited trade and capital s´ openness. In 
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restrictions to foreign trade.
However, from 1990 onwards, the new economic authorities did not associate the 
?????????????????????????????????????? ??????? ??? ???????? ???????????????????????
??? ?????????????????????????????????????????????????? ???????????????????????? ???????
economy. Nor did they assume that the fact that access to credit was abnormally 
concentrated in large business groups was a serious issue. Finally, they did not consider 
that the enormous amount of FDI in the mining sector was inducing a form of 
??????? ??????????????? ??????????????????? ????????? ????????? ???????????). On 
??????????????????????????????????????????????????????????????????????????????????





be followed by the Chilean economy and which, if the price system become free, the 
institutional environment and the institutional arrangements cannot be other think, 
that the optimum ones.
????????????????????????????????????????????????????????????????????????
prescriptions already applied during the last seventeen years by the country, the 
????????????????????????????????????????????????????????????????????????????????
give strong support to this approach. After that, any criticism of the neoliberal model 
that began to be voiced within the ruling coalition early on was considered “highly 
ideological” and therefore disposable.144
Following this line of analysis and according to the results of our tests of convergence, 
it would appear that in Chile, at least, there seemed to be the well-established presence 
of a positive relationship between trade liberalisation and GDP per capita growth based 
on the aforementioned causes. Nevertheless, the presence of ? and ??convergence only 
????????????????????????????????????????????????????????????????????? ??????? ????????
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of Portugal or Greece are used, Chile shows a distance too wide from such countries 
to enable certainty of reaching that benchmark in a reasonable period.
The key to trade openness, under the usual neoclassical assumptions, is about the 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ???????????????????????????????????????????????????????
enter freely into a fully open economy, through the import of such technology and 
the incorporation of FDI.
???????????????? ???????????????????????????????????????????????????????????????????
would be induced to the sectorial structure of employment and production, eliminating 
??????????????????????????????????????????????????????????????????????????????
level, and generating new opportunities for growth by labour reallocation to more 
productive sectors.
???????????????????????????????????????????????????????????????????????????????????
????? ??????????????????????????????????????? ??????? ???????????????????????????
have not been able to generate the concretion of such convergence after almost 40 
years of trade openness and market liberalisation.
Even when our research reveals that, Chile would be moving on the road to convergence 
towards OECD product and productivity parameters, to move in the direction of this 
target it is not a simple task given that objective is s very distant and the country is 
???????????????????????????????????????????????????????????????????????????????????????
various others factors related to the low competitiveness of domestic markets. In other 
words, the road seems to be correct, but the car intended to travel it does not have the 
necessary power and, as we will discuss later, has the wrong road map.
This situation seems to suggest that, throughout the analysed period, the institutional 
environment was well associated to consolidation of trade openness and market 
liberalisation and, sometimes, to maintenance of high growth levels of GDP per capita 
and productivity. However, preservation of that institutional environment was unable 
to sustain these growth rates beyond the golden economic period.
?????????????????????????????????????????????????????????????????????????????????????
would be inconvenient for Chile to discontinue its support of the implementation of 
???? ??????????????????????????????????????? ????????????????????????????????????
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governments lack of solid grounds. If we conclude that neoliberal reforms would 
consolidate a path that leads Chile towards economic convergence, the correct path 
???????????????????????? ????????????? ?????????????????????????????????????????????????
endorsements would be highly dysfunctional to the growth goals of Chilean economy, 




said about market liberalisation, but it is clear that this path of growth is not strong 
enough to become sustainable and to drive the country towards development. The 
??????????????????????????????????????????????????????????????????????????????????????
in the causes that have led to economic growth that has made it possible for Chile to 
??????????????????????????????????????????????????????????????????????????????????????
it long or even medium term.
4.10. Conclusions
???????????????????? ????????????????????????????? ???????????????????????????????
???????????????????????????????????????? ????????????????? ???????????????? ????????????
???????????????????????????????????????????????????????????????????????????????
suggested by neoclassical theory and in which neoliberals fervently believe.




Chile opened its economy to global markets, their income level started to converge 





the OECD. This is independent of the mode of convergence used to demonstrate 
?????????????????????????????????????????????????????????????????????????????????????
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?????????????????????????????????????????????????????????????????????????????????
been waiting that integration of Chile with the most advanced countries through the 
trade liberalisation processes, would accelerate the domestic growth rates permanently, 
??????????????????????????????????????????????????????????????????????????????????
period, Chile should converge towards the income level of the advanced countries.
Is from this belief in the capability of Chilean model to produce high growth rates, 
where apparently also the high reputation of the neoliberal model applied in Chile 
?????? ?????????????????????????????????????????????????????????????????????????




of openness and liberalisation, has failed to install persistent and systematic processes 
of growth of GDP and productivity.
In the Chilean case, the good performance of markets requires a fair competition 





technology and innovation, and their impact on the economy as a whole has been 
unable to push-up the GDP growth process and the TFP of the Chilean economy. 
Then, if economy do not deal in an adequate way with both institutional aspects, even 
????? ????????????????????????????????????????????????? ??????? ????????????????????
?????????????????????????????????????????? ??????????????????????????????????????????????
of nationally produced wealth may be misappropriated by a few business groups of 
great market power which, control economic and political institutions. Our conclusion 
is that the Chilean situation closely resembles this situation.
The rule of the Chilean economy by a few business groups, that the implementation 
of the Chilean neoliberal model made possible, was a process that evolved, step by 
step, during a long period in which at least two main phases can be distinguished in.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 228
228
????????????????????????????????????????????????????????????????????????????????????
focused on the alteration of the relationship of relative prices through drastic trade 
??????????????? ????????????????? ???????????????????????????????????????????????? ???
assumed that this would generate a new dynamic of resource allocation in such a way 
that the growth of GDP and productivity would foster the growth of the country, 
leading it to development and hence, to convergence with the more developed countries.
??????????????????????????????????????????????????????????????????????????????????
on the adoption of the prescriptions proposed by multilateral organisations, which 
reinforced the abandonment of the monetarist approach that the neoliberal model 
had embodied since its inception, replacing it by a less diverse but undoubtedly more 
???????????????????????? ??? ?????????? ?????????? ???? ??????????????????????????
ten conditionality arrangements of clear neoliberal sign, which should be adopted by 
all economies, which like Chile, hoped to converge to the levels of productivity and 
product of the OECD.
In the course of this new phase, Chile further deepened its trade openness, which 
began to operate through bilateral treaties of free trade and not through a unilateral 
opening, as had happened during the monetarist period. Similarly, the entry of Chile 
???????????????????????????????????????????????????????????????????????????????
start to introduce in Chilean economy a new set of institutional arrangements which 
deepened the neoliberal character of the Chilean model of development. However, 
????????????????????????????????????????????????????????????????????????????
Chile in 1990 and which are have been applied for over 25 years, simply formalised 
a situation inherited from the neoliberal-monetarist period.
??????????????????????????????????????????????????????????????????????????????????
from the norm, the bulk of the 25 countries surveyed and reported in this chapter, 
have remained within the ranges accepted by the organisation. On the other hand, 
???????????????????????????????? ??????????????????????????? ????????????????????
?????????????????????????????????????????????????????????????????????????????????????? ???
per capita and GDP growth, as well as presence of similar institutional environment 
and related institutional arrangements, convergence is not per se guaranteed to all 
these countries.
???????????????????????????????????????????????????????????????????????????????????????
speed of growth and later weakening remains yet as an incomplete task. It will be 
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??????????????????????????????????????????????????????????????????????????????????
drawn from the analysis already developed in this chapter are as follows:
?? ???????????? ????????????????????????????????????????????????????????? ??????????
consensus, which was transformed, after the end of the dictatorship, into the 
successor to the neoliberal-monetarist approach that proceeded as the strategic 
?????????????? ???????????????????????????? ????????????????????????????? ????
tendency of convergence with the other economies of the OECD as it was 
predicted would happen. However, that tendency was strong only during 
slightly over a decade, weakening after this golden period.




unique product or productivity level. Even Chile converges more quickly than 
the rest. The high growth rates that permit this correspond only to the golden 
?????????????????????????????????????????????????????????????????????????????
Chile has not produced the power needed to converge in decades toward the 




????????? ????????? ??? ????? ????????? ???? ?????????? ???? ?????????? ???
neoliberalism to predict a rapid growth of GDP and productivity level. The 
???????????????????????????????????????????????????????????????????????????
at least during a decade, a strong correlation between high GDP per capita 
????????????????????????????????? ?????????????????????????????? ????????
the decreasing speed at which Chile has been increasing its GDP and the lack 
????????????????????????????????????? ??????????????????????????????????????????
economic institutions do not be able to sustain growth and development 
????????? ????????? ????????????? ????? ???? ?????????? ????????? ????????? ????
speed to close, in a short period, the gap with the remaining OECD member 
countries previously analysed. This contradicts what has been forecasted by 
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of dispersion around their average levels of GDP per capita and productivity. 




????????????????????????? ??? ??????????????? ??????????????????????????????????
??????????????????????????????? ??????????????????????????????????????????????????
on the grounds of that situation in the following chapters.
?? ??? ???? ????? ????????? ?????? ?????????? ???? ????? ??? ??????? ??????????? ??? ???
not possible to reject the hypothesis that Chile is converging with the other 
OECD member countries in terms of product or in productivity. However, 
both kinds of convergence are weak and volatile. The convergence tendency 
is only plausible if the average GDP and productivity similar to be registered 
during the golden period, would be assumed as an invariable tendency for the 
????????????????????????????? ???????????????????????????????????????????????
processes lose energy, the convergence tendency has diluted its initial impulse.
?? ??????????????????????????????????????????????????????????????????????????????
of the twelve years of declining evolution of Chile’s GDP growth and APL 
convergence is already not a clearly plausible goal.
• The target of full convergence would be achieved, according to neoliberals, 
by a combination of macroeconomic equilibrium with changes in relative 
prices induced by trade openness and followed by a process of liberalising and 
resizing of the state role. This would automatically result in a better allocation 
of resources. This concept is associated with a second neoliberal appraisal: the 
????????????????????????????????????????????????????????????????????????????????
of resources are those related to the introduction of new rules of the game 
????? ??????? ???? ???????????????????? ???? ???????????????????????????????????
this neoliberal assessment seems to be only a rationalization of the presence 
of an institutional environment that sustains operation and consolidation of 
markets that are not fully competitive and that are granted by institutional rules 
appropriated only to economic concentration, but no to GDP and productivity 
growth.
• The outcomes of the Chilean model regarding convergence show that the 
old monetarist neoliberal model was unable to accomplish their forecast and 
??????????????????? ???????????????????????????????????????????????????
institutional prescriptions, induced the application of public policies whose 
??????????????? ???????????????????????????????????????????????????????????????
529275-L-sub01-bw-Roman




of them, manipulating to the successive post-dictatorship governments in 
order to adapt their economic programme to the new neoliberal institutional 
framework.
?? ???? ?????????????? ???????? ????? ???? ??? ????? ???? ??????????? ???????? ???
strengthening of an economic dynamic of inclusive character. On the contrary, 
?????????????????????????????????????????????????????????????????? ????????????????
of the survival of the institutions created by the military dictatorship. The 
continuity of the neoliberal model of development, as well as boundaries to the 
growth and development of the country after the end of dictatorship period, 
?????????????????????????????????????????????? ?????????????????????????????
of real commitment to developing institutional changes that the centre-left 
?????????????????????????????????????????????????????? ???????????????????????
??????????????????????????????????????????????????????????????????????????
but were postponed after they took control of government.
• A deeper analysis of these issues will be developed with more detail in Chapter 
?????????????????????????????????????????????????????????????????????????????
from which we will make a deeper analysis appraising the microeconomic 
evolution of the Chilean economy throughout the period under study, 
comparing the observed results with the predictions made by the neoclassical-
neoliberal theory in respect to these and other variables.
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Chapter 5
The Impact of Openness Liberalisation on the 
Resource Allocation Mechanisms of the Chilean 
Economy
The objective of this chapter is to analyse the new system of relative prices installed 
by the trade openness and its relationship with the economic concentration and the 
????????? ???????????????????????????????????? ?????????? ??????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????
orientate the resource allocation process of the Chilean economy, or if in the opposite 
direction, resource allocation is a process determined by the institutional structure 
???????????????????????? ??????????????????????????????????????????????????????????
?????????????????????????????????????????????????? ????????????????????????????????
openness and liberalisation process. On one side, we analyse the actual characteristic 
of market competition process installed by trade openness. On the other side, the 
characteristics of the concentration process that have structurally limited market 
competition. Then, we will analyse the role that both forces play encouraging or 
?????????????????????????????????????????????? ???????
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5.1. The Boundaries of Price Signals as Mechanisms of Resource 
Allocation
???????????????????? ????????????????????????????????????????????????????????? ?????
applied in Chile held that:
“Chilean economic trade openness and market liberalisation made it possible for the 
Chilean economy, from 1973 onwards, to equip itself with an adequate macroeconomic 
????????????????????????????????????????????????????????????????????????????????
mechanism. As a result, the Chilean economy produced a reallocation of its factors of 
production (capital and labour), from its most backward toward the more productive 
and globalised sectors.
????????????????????????????????????????????????????????????????????????????????
optimistic sequence of events.
From an academic perspective, the stated objective of the neoliberal model of development 
was that, the reform process would allow the Chilean economy converge, at some 
?????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????? ????????????




At the political level, the neoliberal promise was that through economic reforms, Chile 
would move to the status of a developed country in the course of a single generation. 
The basis of that promise was that markets without regulations and an economy free 
??????????????????????? ??????????????????????????????????????????????????????????????????
thereby sustaining the high growth rates necessary for achieving the model s´ aspirations.
??????????????????????????????????????????????????????????????????????????????????????
by the Chilean economy were taking the country in that direction and that in 20 
?????????????????????????????????????? ???????????????????????? ????????????????????
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????????????????????????????????????????????????????????????????????????????????????????
to investigate whether trade liberalisation has resulted in a better capacity of resource 
??????????????????????????????????????????????????????????????????????????????
utilization. In second place, we will analyse if the new characteristics of the resource 
allocation process are actually depending of the new system of relative prices produced 
by trade openness. Nonetheless, the impact on the price system relies strongly on the 
market organizations that govern it.
5.2. Has the Chilean Price System been adjusted to international 
prices as a result of market liberalization?
It is generally assumed that if the number of participants in a market is large, they 
????????????????????????????????????????????????????????? ????????????? ???????????
?????????????????????? ?????????????????????????????? ?????????????????????????????





prices and costs must pass on to domestic markets, one to one,??????????????????????????
???????????????????????????????????????????????????? ??????????????????????????????
?????????????????????????????????????????? ????????????????????????????????????? ?????
145 In recent years, having gained a certain academic popularity, theoretical approaches of neoclassical-
non-neoliberal root, which argue that the lack of competition in the markets is not in itself harmful to 
the economy. On the contrary, it is argued that, on certain occasions, economic concentration could be a 
???????????????????????????????????????????????????????????????????????????????????????????????????????????
innovative companies that need to capitalize their R & D & I cost, counting with windows of time in 
???????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????? ???????????????? ????????????????????????
capacity would damage the economy as a whole, by eroding the dominant position of the most innovative 
and advanced companies. This point of view from which we clearly disagree, because we consider it is 
???????????????????????????????????????? ?????????????????????????????????????????????????????????????????????
this chapter.
???? ????? ????? ?????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????? ???????????????????????????????????????????????????????????????????
or service in international markets would be equal to one.
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???????????????????????????????????????????????????????????????????????????????????
Therefore, given the prevalence of new international prices associated with multiple 
and competitive providers, a highly elastic demand curve should characterise domestic 
consumer preferences of tradable goods, allowing international price signals to become 
more powerful than any arrangement in domestic markets.
The neoliberal view emphasises that in full open markets with high price elasticity, 
minimal price changes of imports would induce relevant changes in the quantities 
demanded, whose limits are determined by several factors: consumer preference, the 
???????????????????????????????????????????????????????????????????????????????????
availability of foreign currency that the economy makes available to consumers. All 
??????????????????????????????????????????????????????????????????????????? ????????
but from the neoliberal approach those are only viewed as a by-product of trade 
openness and free market operation.
??????????????????????????????????????????????????????????????????????? ?????????
???????????????????????????????????????????????????????????????????????????????????????
international prices to be fully transferred to the domestic markets. Given the neutrality 
of market induced arrangements and following their argumentation, the variations 
in international prices should transform over time into the price convergence of a 
similar basket of products.










This ensures that each product would have a single price worldwide. This conclusion, known in the 
????????????????????????????????? ?????????????????????????????? ??????? ????????????????????????????
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In the real world, transmission mechanisms are distorted by several causes of institutional 
????????????????????????????????????? ????????????????????????????????? ??????????????
common in markets like Chile in which competition is weak and opaque but strong 
??????????????????????????????????????????????????????????????????????????????????????
model assume that, the presence of “right prices” must be an outcome derived from 
the fact that trade openness would transform internal markets, making them more 
competitive. That process would be additionally promoted by attracting foreign 





in the labour sphere would be an increase in worker remunerations associated with 
productivity improvements. Symmetrically, in the sphere of capital, there reallocation 
?????????????????????????? ???????????????????????????? ????????????????????????????
productivity, inducing better management and/or technological innovations. The 
result should be an enhanced level of production and capital remuneration.
In other words, from the neoliberal view, full trade openness and market liberalisation 
???????????????????????????????????? ???????????????????????????????????????????????????
dissemination of technical progress and production of a virtuous relationship between 
growth and equity, understanding this last one as equality of opportunities at the 




markets do not behave precisely in the way described by neoliberals. He suggests 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
those two variables. This is due to a low level of market competition produced by the 
underestimation of the role of antitrust institutions.148
competitive manner.
148? ??? ?????? ??????? ??????????? ????????? ?????????????? ???? ??????????? ???????? ??? ???? ???????
????????????????????????????????????????????????????????????????????????????????????????????????????????
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If we carefully review the process of the opening of the Chilean economy, the 
??????????????????????????????????????????????????? ?????????????????????????????
proposed by Hicks could be well-suited to the situation under study.
????????????????????????????????????? ???????????????????????????????????????????? ?????
acts as price taker in practically all the international markets in which it participates. 
????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????




To enquire whether the Chilean economy actually validates this trend as to the 
equalisation of prices, it is necessary to falsify the whole neoclassical-neoliberal 
hypothesis that holds that trade liberalisation tends to:
1. Align domestic prices to international prices,
2. Introduce greater competition in domestic markets
??? ???????????????????????????????????????????????????????????????? ??????????
??????????????????????????????????????? ????????????????????????????????????????????





promoted greater competition in domestic markets, and so had a tendency to produce 
???????????????????????????????????????????????????????????????????????????????????????????????????????
legacy of dictatorship which was imbricated to the concentrator function of many of the macroeconomic 
????????????????????????????????????????????????????????????????????????????????????????????? ????
??????????????????????????????????????????????????????????????????????????????????????????????????????
macroeconomic policies were strictly pro-cyclical and heavily weighted towards larger enterprises. The 
???????????????????????????????????????? ???????????????????? ????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????
economic concentration giving additional market power to large business groups, mostly founded or 
restructured during the dictatorial period. This trend towards the concentration of the Chilean economy 
????????????????????????????????????????????????????????????????????
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to international prices, we will describe the evolutionary trends of Consumer Prices 
????????????????? ????????? ?????????????????????????????????????? ???????????????? ??
will proceed to estimate price alignment indicators that bring us a more systematic 
view of the real impact of trade openness on the Chilean economy pricing system. In 
the third place we will analyse if, after forty years of the launching of liberalization 
process, the Chilean economy displays a higher level of productivity.











wage growth is lower in Chile than in wealthier countries.
If Chile, a country that has labour markets even less regulated than developed countries, 
??????????????? ???????? ??????? ???????????????????????????????????????????? ????













the period under analysis it is clear that it represents a “sword of Damocles” oscillating 






which have not always been successful. If we consider the period 1990-2009 as a 
????????????????????????????????????????????????????????????????????????????????????
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from 1990 to 2009 was on average above 5.5% annually, evolving from 24.5% in 
??????????????????????151





refractory to the impact of the trade openness.152
151? ???? ??????????????? ????????????? ?????????????????????????????????????????????? ???????????????
into an autonomous entity, has been assigned the mission of “...look after the stability of the currency, that is, 
???????????????????????????????????????????????????? ??????????????????????????????????????????????????????????
system and the normal functioning of internal and external payment systems, predictable contributing to reduce 






















2009 does not point in this direction.
??? ?????????????????????????????????????????????????????????????????????????????????????
labour costs and the price relationship between tradable and non-tradable products, 
????????????????????????????????????????????????????????????????????????????????????







which Chilean CPI is calculated.153
Figure 5.3, shows that Chilean CPI moves above the evolution of the other variables 
????????????????????????????????????????????????????????????????????????????????
domestic prices, because the evolution of some variables tends to compensate from the 
???????? ??????????????????????????????????????? ??????? ???????? ???????????????????
????????????? ???????????????????????????????? ???????? ????????????????????














Chile, wages still remain very near to the ground, so that the impact of the moderate 
pressures of cost which they have been generating from 1990, cannot reverse the fact 
that Chile continues being a country of cheap labour if is compared to USA or the 
OECD countries, which have higher wages and better income distribution.
?????????????????????????????????????????????????????????????????????????????????
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?????????????????????????????????????????????????????????????????????????????????????
Chilean CPI rise between the price evolution of tradable and non-tradable goods, it 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????
During the period 1990-2009, this has resulted in the level of the price of non-
?????????????????????????????????????????????? ??????? ???????????????????????????????
it is necessary to analyse, in a more systematic way why, despite full trade openness, 
Chile s´ CPI behaves in this way.
??????????????????????????????????????????? ?? ?????????????????????????????????????????????
of a certain alignment of domestic and international prices due to trade liberalisation 




evolutions of the tradable versus non-tradable prices in relation to evolution of general 
????????? ??????????????????????????????????????????? ?? ??????????????????????????
?????????????????????????????????????????????????????????????????????????????????





GCPI:???????????????????????? ??????? t ????????????????????????????n the 
number of observations.
??????????????? ?????????????????????????????????????????????????? ????????? ??????????




of the three kinds of prices:
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????????????????????????????????????????????????????????155 In the long run, in open 
?????????????????????? ??????????????? ???????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????? ???????????????
the same basket by which CPI is estimated.
However, if one or more industries have the capacity to maintain the evolution of 
their prices over the price evolution of general CPI, some factor is allowing them to 
??????? ?????????????????????????????????????????????????????????????????????????????????
by conditions of the competition of industries and markets.
The same applies to the relationship to be established between the CPI of the Chilean 
?????????????????????????????????????????????? ????????? ???????? ??????????????????
???????????????????????????????????????????????????????????? ??????????????????????????
behaviour of IPAC. All these tendencies of pricing behaviour can be determined 
through numerical estimation of the PAC and comparison in time of two or more 
????????????????????????????????????????????????????????????????????????????????????
would have the following basic options:
PAC t n < 1?? ????? ??????????????????????????????????????????????????????????
any market power. That show an industry whose company’s lack of capacity to 
????????????????????????????????????????????????????????????????????????? ????????
155? ???? ???????????????????????????????????????????????????????????????????????????? ?????? ????????
II. The construction of an international CPI that includes prices relevant to the Chilean economy is 
?????????????????????
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average prices of the products that are included in the CPI basket during the 
observed period.
PAC t n > 1?? ????? ???????????????????????????????????????????????????? ??????
??????? ?? ???????????????????????????? ?????????????????????????? ????????
??????????????????????????????
??? ?????????????? ??????????????????????????????????????????????????????? ?????
be associated with one of three possible scenarios for a particular branch or industry:
PAC t1 > PAC tn??????????????????????????????????????????????????????????
????????? ????? ????????????????????????????????????????????????????????????
of an economy or industry.
PAC t1 < PAC tn???????????????????????????????????????????????????????????
power of the companies that are gaining market power with respect to the 
other companies whose products are included in the basket of the CPI.
PAC t1 = PAC tn: Shows a situation in which there is a structural alignment 
of prices between the industries being compared.
????????????????????? ????????????????????????????? ???????????????? ??????????????
can be used to infer changes in the structural characteristics of the markets through 
inter-temporal comparisons. The estimation of the respective PAC gives us the 





Given the TPAC s´ 1990-2009 values, we can conclude that the tradable products industry 
has no relevant market power.
Given the NTPAC s´ 1990-2009 values, we can conclude that the non-tradable products 
industry has a relevant market power.
Given the international PAC s´ 1990-2009 values, we can also conclude that in the Chilean 
economy as a whole, there are some industries of high market power and critical 
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 247
247
relevance within CPI basket, generating a growing misalignment between domestic 
???????????????????????????
Figure 5.4.????????????????????????????????????????????????????????????????
Source: Author s´ elaboration based on INE prices´ data base.
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????? ???????? ??????
it is sound to think that such industries would be placed at the sectors that produce 
non-tradable goods. From the table attached to Figure 5.4, it is clear that between 
1990 and 2009, the TPAC tended to decrease and the NTPAC tended to increase. 
??????????????????????????????????????????????????????????????????????????????????????
weakening, in general it maintains a clear upward tendency as displayed by the linear 
????????????????????????????????????????????????????????? ????????????????????????
which shows the sustained presence of a gap between the evolutions of these two 
components of the GCPI.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 248
248













price misalignment, given that Chilean CPI is almost 20% higher than ICPI.
From the other side, we observe that the NTCPI is 51.2% bigger than TCPI. This 
information suggests the presence of a regular non-tradable goods mark-up triggered 
by the considerable market power of large companies operating in that sector. This 
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
their products consistently above domestic cost.
The opposite happens with the TCPI evolution, which corresponds to the inability of 
tradable goods producers to transfer the increase in international cost to domestic prices, 
because the tradable goods sector has no greater market power that its companies, as 
a result of trade openness, are facing high levels of competition both in domestic as in 
international markets that does not allowed them increase their prices discretionally.
The generation of the aforementioned market powers does not seem to be due to 
????????????????????????????????????????????????????????????????????????????????
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??????????????????? ???????????????????????????????????????????????????????????
dictatorship governments, the bulk of state-owned enterprises that operated in 
monopolistic or oligopolistic markets were transferred to some business groups, setting 
????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????? ?????????????????????????????????????




competition, the trade openness had tended to reinforce trends towards concentration 
already present before trade openness and have continued doing so after.??? Nonetheless, 
????????????????????????????????????????????? ???????????????????????????????????????????
presence of antitrust institutions lacking of real power and competencies and by the 
presence of an institutional environment that allowed the emergence of a large number 
of institutional arrangements, which enforced economic concentration.
Some aspects and characteristics of the Chilean oligopolistic market structure was 
certainly installed before trade openness, but during the setting up of the Chilean 
model, the neoliberal promise was that opening and market liberalisation would 
eliminate the oligopolistic powers present in local markets, in a radical way. Given 
that it was the original promise, we consider it a crucial point of reference against 
which the outcomes of trade openness should be judged.
The neoliberal promise of “more competitive markets” does not seem to have 
????????????????????????????????????????????????????????????????????????????????????
competitiveness in the Chilean economy 1990-2009, the whole path of trade openness 
???? ????????????????????? ??????????????????????????? ????????????????????????????????
?????????????????????????????????????????????????????????????? ?????????????????????
????????????????????????????????????????????????????????????????????????????????????
??? The bulk of developing countries are characterised by similar conditions to Chile, e.g. small markets 
???????????????????????????????????????????? ????????????????????????? ?????????????????????????????? ???
?????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????? ??????????? ???????????????????????????????? ??????? ???????????
?????????? ??????????????????????????????????????????????????????????????????????????????? ???????????????????
a role similar to the barriers to entry that generates oligopolies operating in small markets. However, 
?????????????????????????????????????????????????????????????????
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?????????????????????????????????????????????????????????????????????????????????????
international price and a greater competition in domestic markets.
5.5. Which Factors Explain the Misalignment of Domestic Prices?
The neoliberal thinking tends to attribute evolution of the real variables to the 
???????????? ??????????????????????????????????????????? ???????????????????????
RER should be associated to the ratio between the domestic and international prices, 
???????????? ??????????????????????????????????????????????? ????????????????????

















non-tradable products. If Chilean demand for non-tradable goods is greater that the 
demand for tradable goods, it would result in new demand patterns associated with 
growing prices of non-tradable products,157? ????????????????????????????????????????
?????????????????????????????
157 Greater demand for non-tradable goods is resulting from the increase of per capita income of the 
economy and higher demand for tradable goods is resulting from the lower prices induced by the trade 
openness.
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way that closely follows the relationship of prices between tradable and non-tradable 
????????????????????????????????????????????????????? ???????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????? ? ???????????? ?????????????????????????????????????
????????????????????????? ?????????????????????????????????????????????????????????????
appreciation of Chilean currency value.
?????????????????????????????????????????????????????????????????????????????????????????
between price evolution of tradable and non-tradable does not look be correlated with 
?????????????????????????????????????????????????????????????????????????????????




be the variables that operate in favour of the higher increase of NTCPI. This argument 
neglects the low price-elasticity of demand that characterises the non-tradable sector 
and over-emphasises the impact of incomes growth on the variations of prices.
In the Chilean economy, this view considers that changes in relative prices shaped a 
????????????????????????????????????????????????????????????????????????????????????
non-tradable goods prices originally remained constant. Nevertheless, when GDP per 
capita and the marginal cost of production increase, non-tradable would also increase 
?????????? ??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????? ????????????????? ???? ????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????




158 Theoretically speaking, in an open economy immersed into international competition and 
????????????? ????? ??? ???? ????????????? ??????????? ???????????????? ???????? ???????????? ?????????????
?????????????? ??????? ??????????? ???? ????????? ?????? ??? ??????????? ??? ????????? ?????????? ????? ??????
transportation costs, must tend to equalise marginal income of consumers at some level of prices 
characteristic of a competitive market. For that reason, a mechanics of market adjustment takes for 
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From Chilean economics mainstream, the impact of GDP per capita growth over 
tradable and non-tradable price evolution is generally analysed in a way isolated from 
????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????159 In spite of this assessments, 
?????? ????????????????????????????????????????????????????????????????????????????????
in the Chilean economy, the supply of tradable products as well as the demand for 
these, tends to be more elastic than demand in the non-tradable sector, characterised 
???????????????????? ?????????????????????????????????????????????????????????????
economic actors of one and another sector.???
In sum, at the base of the neoclassical and neoliberal approaches is the assumption 
that, in Chile, the impact of income s´ demand elasticity of non-tradable goods is 
bigger than impact of price s´ elasticity of demand of those products. For that reason, 
???????????????????????????????????????????????????????????????????????? ???????????????????????????????????
??????????????????????????????????????????????? ?????????????????????????????????????????????????????????????
means that each additional unit of consumption would be as valuable as any additional investment units. 







direction than that being indicated by market forces.
159 From the neoliberal point of view, the non-applicability of the law of one price to non-tradable sector 
must be considered a frictional situation. From their perspective, a higher income growth and a rising 
incorporation of tradable input in non-tradable goods should induce, in the long run, the alignment of 
domestic tradable prices to the international prices of similar goods.
???? ??? ??????????????????????????????????????????????????????????????????????????????????????????????????
???????? ????????????????????????????????????????????????????????????????????????????????????????????
had higher elastic price and income, he concluded that imports of capital goods and intermediate goods 
????????????????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????????????
he calculated the elasticity income with respect to the level of world activity, which turns out to be 0.2 
?????????????????????????????????????????????????????????????????????????????????????????????????????
estimated that the price elasticity of demand for interurban motorways in Chile was generally inelastic 
????????????????????????????????????????????????????????????????????????????????????????????????????????????
is price elasticity between - 0.38 and - 0.40 and elasticity income of between 0.11 and 0.12, depending 
on if they are evaluated using the median or the mean of the independent variables. About water price 
elasticity, there are numerous international studies showing high inelasticity of the residential water 
???????????????????????????????????????????????????????????
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NTCPI s´ climb is visualised because of a greater GDP per capita and not because the 
?????????????????????????????????????? ???????????????????????????????
However, there is numerous evidence which contradicts this point of view, even 







labour costs and we now observe that they also surpass nominal devaluations, we would 
???????????????????????????????????????????????????????????????????????????????????????





that the degree of trade openness will generate an automatic transmission of changes 
???????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????? ?????????????????????????????????????????????????????
and without that alignment it would be very irrational to wait for productivity 
?????????????????????????????????????????????




predictions of mainstream analyses.
??????? ???????????????????????????????????????????????????????????????????????????????????
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which has produced a major economic growth. That dynamic has been induced from 
the large-scale copper mining. A sector in which foreign investment has increased 
almost 9-fold between 1990-2009, reaching almost US $14,000 million annually 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
these results essentially show the impact of the mining sector and cannot be attributed 




by local relative prices.
The Chilean GDP increase occurred within a dynamic without regard for the resource 
????????????????????????????????????????????????????????????????????????????????????
associated with the higher levels of competition in the domestic markets, or the 
???????????????????????????????????????????
???????????????????????????????????????????????????????????????? ??????? ????????????
been somehow obscured by the impact that the already described copper mining 




impact in the relative domestic prices, in such a way that it is bringing a better and 
comprehensive allocation of resources in the economy as a whole.
??????????????????????????????????????????????????????????????? ???????????????????
?????????????????????????????????????????????????????????????????????????????????????????
the short term the suppliers of tradable products will tend to develop pricing strategies 
??????????????????????????????????????? ??????????????????????????? ??? ???????????????
Then, at a lower level of competition the price elasticity of demand will be less, and the 
???????????????????????????????????????????????????????????????????? ???????????????
????????????????????????????????????????????????????????????????????????????????????
?????????????????? ??????????????????????????????????????? ?????????? ?????????????????
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?????????????????????????????????????????????? ???????
Chile is a small open economy in which, supported by neoliberal institutions, a smaller 
number of companies have been able to take control of the supply of goods on the 
domestic markets of non-tradable goods and services. From 1973 forward, in Chile 
installed an institutional environment that fostered economic concentration, building 
????????????????????????????????????????????????????????????????????????????????







in the composition of imports bundles in favour of manufactured products, helps 
?????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
prices of imports into the United States is due to low prices of imports goods from 
?????????????????????????????????????????????????????????????????????????????????
between openness and the cost of lost production in relation to the percentage change 
????????????????????????????????????????????????????????????????????????????????????????
Nevertheless, all these theoretical approaches, remain a core question which requires 





assumes that a combination of growth and opening would produce lower prices of 
???????????????????????????????????????????????????????????????????????????????????
GDP and increasing labour costs.
?????????????????????????? ????????????????????????????? ?????????????????????????????????
??????? ??????????? ?????????????????????????????????????????????????? ???????????????
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???????????????????????????????????????????????????????????????????????????????????? 
For this reason, it is clear that assumptions about the presence of bigger wage pressures 
??????????????????????????????????????????????????????????????????????????????????????????





the success of such a strategy is not a function of the owners´ business will, but the 




progress associated with the trade openness process could be absorbed more quickly 
?????????????????????????????????????????????????????????????????????????????????????
for the higher increase of prices in the non-tradable sector.
In fact, worldwide productivity has been growing much more in the tradable sector 
?????????????????????????????????????????????????????????????????????????? ????????????











for country members of the OECD, a behaviour more similar to predictions by neoclassical theory than 
behaviour shown by Chile, in which both variables move in the same direction.




technical progress is greater in their tradable goods sector.
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??????????????????????????????????????????????????????????????????????????????????
are “balances of previous seasons” left behind by the countries that provide it, due to 
the strong weight that the investments in innovation have in them. Given this, it is 
unlikely that the country will be able to build solid competitive advantages that will 
allow it to deal in the international arena.
On the other hand, the non-tradable sector is highly intensive in the use of tradable 
?????????????????????? ????????????????????????????????????????????????????????????????




Neoliberal analysis must be characterized by its lack of focus on the high market power 
??????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
cost pressures seem to predominate on the non-tradable sector????given the simple fact 
that, in domestic markets, non-tradable producers are obtaining cheap inputs from 







??? The Chilean imported goods that have a greater weighting in the CPI basket include automobiles 
and gasoline, relevant products given that Chile is the only Latin American country that has no oil. Also 
??????????????????????????????? ?????? ?????????????????????????????????????????????????????????????????????
technology products, of which very few are produced in Chile after the dismantlement of such industry 
???????????????????????????????? ???????????????????????????????????????????????????????????????????????????
soaps and detergents, pet food, some pharmaceuticals and tourist packages.
???? ????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????? ???????? ?????????????????????????????????????? ????
????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????? ????????????????????????????????????????????? ????????????????????????????????????
demand for primary products to grow slower than demand for high technology goods
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If the relative prices are one of the major determinants of the capital-labour ratio to be 




prices depend very much upon the business decisions made regarding the function 
of relative prices of both kinds of goods.
In Chile, as in most NDE, the relative cost of production of the tradable and non-
???????????????????????????????????????????????????????????????????????????????????????
in the same way than in all open economies. However, if prices installed by trade 
???????????????????????????????????????????? ???????????????????????????????????????
resource allocation and productivity improvements associated with trade openness.
???????????? ????????????????????????????????????????????????????????????????????????????
allocative problems related to non-competition structures prevalent in this economy. 
If after almost 40 years of trade openness, domestic and international prices remain 
misaligned, this means that they are not transmitting the appropriate signals to the 
???????????????????????????????????????????? ???????????????????????????????????????
presence of a resource misallocation problem. For this reason, the neoliberal hypothesis 
of a better allocation of resources based on the alignment of domestic and international 
prices, actually seems to lack empirical validity.
The situation that we have analysed in this chapter has shown us, in a categorical 
way, that:
??? ???????????????????????????????????????????? ??????????????????????
2. The presence and maintenance of mark-up of prices is more than evident in 
the main markets of goods and services.
3. National relative prices are clearly out of line with the prices of their global 
peers.
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4. The price relationship between tradable and non-tradable products, seem to 
depend on the market power of the companies that are part of one or the other 
sector, and not on the new relative prices induced by the trade openness, which 
are severely misaligned.
Using the data showed in this chapter, even if we do not use an economic analysis of 
greater quantitative sophistication, there should not be too many doubts that a price 
system grounded upon these four characteristics can hardly be constituted by “correct 
prices”. Neither, can it be assumed that the new and misaligned relative prices of 
???????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????? ???????? ??????????????? ????????????????
???? ????????????? ?????????????????????????????????????? ?????????????????????????
?????????????????????????????????????????????????????????????????????????????????
market situations in which the prices are higher than the marginal costs and producers 
???????????????????????????????????????????????????????????????????????????????????
economy is operating, in the long term, on international markets with high levels 
of competition. From that perspective, the ways in which the mark-up responds to 
variations in the international prices depends on the number of companies operating in 
???? ??????? ????????????????? ???? ???????????????????????????????? ?????????????????
???????????????????????????????? ????????????????????????????????????????????????????
and on the functional form of the demand curve.
In economies, similar to Chile and in Chile itself, as we will later analyse, it is 
?????????????????????????????????????????????????????????????????????????????????????
is the presence of price management mechanisms based on market powers highly 
?????????????????????????????????????????????????? ????????????????????????????????
??????? ?????????????????????????????????????????????????????????????????? ?????????
greater level of pricing that is not based on a high competition framework associated 
with a smaller pass-through.???
???? ???????? ???????????? ???????????????? ????? ??? ?? ???????? ?????????????? ??? ?????????????????????
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??????? ????????????? ????????????????????????????? ?????????????????????????????????
If those enterprises provide input to production of non-tradable and tradable goods, 
???????????????????????????????????????????????????????????????????????????????
increases, there will be several reasons for companies to use their market power to set 
prices using the value of foreign currency and so not absorbing the magnitude of the 
?????????????????????????????????????????????????????????????????????????????????????
will be incentives to price their products in the local currency, adding an increasing 
mark-up.
????????????????????? ?????????????????????????????????????????????????????????????????




less than perfect pass-through???.
In agreement with the above, low levels of competition in Chilean markets seem to be 
??????????????????????????????????????????????????????? ???????????????????????????
to its major trading partners. It also determines its low alignment to international 
relative prices and hence the low capacity of it to properly allocate the resources 
of the economy. The poor ability to transfer price signals coming from abroad to 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
the economy as a whole.
The evolutionary trends previously analysed seems to indicate that the lack of competition 
in the markets is the main limit to the Chilean economy behaving according to the 
neoliberal promises made subsequent to trade openness and the installation of a new 
??????????????????????????? ?????????????????????????????????????????????????????????????
the implementation of the neoliberal agenda is what has fostered the presence of 
institutional arrangements producing a subsequent lack of competition.
???? ???????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????
estimated at levels that fall from 0.17 a 0.04, in the short term, and from 0.48 to 0.11, in the long term 
???????????????? ???????????????????????????????
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5.7. Liberalization provoke improvement on market s´ 
competition?






opened and liberalised its markets more drastically than almost any other country. 
????????? ?? ?????????????????????????????????????????????????????????????????????





The neoclassical theory assumes that, even from a domestic situation in which some 
?????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
that, in the medium and long-term, markets would become highly competitive. In 
?????????????????????????????????????????????????????????????????????????????????
arrangements which consolidate competition, free mobility of economic resources 
and also will reduce at minimum market powers and oligopolistic market structures 
???????????????????????
As is well known, “market power” is the ability of companies to set prices higher than 
??????????? ???????????????????????????????????????????????????? ?????????????????????????
?????????????????? ????????????????????????????????? ????????????????????????????????
for any non-competitive market, if a product has:
??????? ? ? it would imply that:
P = ??????ф)
The term ф would be a margin determined at the company’s discretion, which would 
????????????????????????????????????????????????????????????????????????????????????????
529275-L-sub01-bw-Roman










?????????????????? ????????????????????????????????????????????????????? ?? ?????
??????????????????????????? ????????ф) ?????? ????????????????????????????????? ???
????????????????????????????????????????????????????????????????????????????????????
price and marginal cost, measured as a proportion of the marginal cost.???
The equation (1)??????????????????????????????????????????????
From the equation (2), it could be argued that in a non-competitive market, the 
marginal cost of a product would be tantamount to the market price discounted by 
the value of the mark-up. However, if we assume the presence of a situation of perfect 
????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????? ???????????????????? ???????????????????
“?” corresponds to the price elasticity of demand we have:
???? ???????????????????????????????????????????????????????????????????????????????????? ????????? ??????
over the marginal cost called “mark up of costs” ???c) ???????????????????????????? ?????????????????????????
?????????????????????????????????????????????????????????? ???????????????????????????? ??????????????? ??
?????????????????????????????????????????????????????????????????????????????????????????????????????????????




and price elasticity of demand and the limits that price elasticity imposes on the pricing process of those 
????????????????????? ??????????????????????????????????????????????????????????????????
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with some arrangements, we have:
(5) ф c??????????????
Equation (5) represents the relationship between cost mark-up ?c and price elasticity 
of demand ?, from there we can conclude that to lower values of elasticity, a greater 
proportion of price is liable to be charged as mark-up. In view of the fact that companies 
???????????????????? ????????????????????????????????? ??????????????????????????????????
its demand curve only if they cannot avoid it. This implies the presence of a negative 
relationship between elasticity of demand for their products and the market power 
that they have in that market.
Therefore, in the area that we are concerned with, the more important issue to be 
????????? ??????????? ?????? ???????????????????????????????????????????????????????????????
??????????????????????? ????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
forecast by neoliberal discourse.
????????????????????????????????????????????????????????????????????????????????????




???????????????????????????????????????????????????? ?? ??????????????? ????????????
enforces the ability of companies to arrange selling prices above the marginal cost of 
?????????????????????????????????????????????????????????????????????????c???????????????
is only possible in markets where competition is imperfect. In a way, analogous to 
?????????????????????????????????c) ???????????????????????????????????????p?????????
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way in which market governance was built. In an open economy, prices are the key 
??????????????????????????????????????????????????????????????????????????????????????










it takes into account both the number of competitors and their relative participation in 
the market, and is calculated as the sum to the square of the percentage participation of 
?????????????????????????????????? ??????????????????????????????? ????????????????????
of i-th Company in the market and “n” is the number of companies within the industry, 
sector or group of companies used in the analysis.
To understand how market power operates in this area, lets us formally demonstrate 
how oligopolistic markets operate. They must satisfy the following condition:
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percentage of prices, being equal to the reciprocal of the price elasticity of market 
demand. In other words, this means the square of the market share of each company 
????2?? ????????????? ????????????????????????????? ????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
that if the price elasticity decreases, the market power rises. Then we can conclude that 
??????????????????????????????????????? ????????????????????????????????????????????
measured by the HHI.
This means that if we have the HHI and the elasticity of demand, we can calculate 
market power. This fact is important because the marginal cost of production is 
?????????????????????????????????? ??????????????????????????????????????????????????
the HHI is an indicator of the market power of companies, which lets us establish a 
relationship between concentration and price elasticity of demand for Cournot models, 
????????????????????????????????????









alternative hypotheses, whose validity needs to be analysed before accepting as useful 
the paradigm that suggests that, in the Chilean economy, the simultaneous presence of 
???????????????????????????????????????????????????????????????????????????????????
In this regard, we can emphasise that market power does not depend only on demand 
elasticity. The level of market concentration and the degree and type of collusion also 
??????????????????????????????????????????????????????????????????????????????????????
???????????????????? ?????????????????????????????????????????????????????????????????
closer to the technological frontier, they could survive innovating.
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On the other hand, non-incumbents, located much further away from that border, 
?????????????????????????????????????????????????????????????????????????????????






companies, operating close to the technological frontier, nevertheless operate within 




This is an important issue to be analysed in the Chilean case, given that in this 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????? ???????????????????
the empirical relationships between market power, elasticity of demand, and type of 
predominant collusion in the markets. As we showed above, the set of institutional 
relations between the sizes of companies is a central area to be analysed.
Another important element to be established in the Chilean case, is whether the 
virtuous relationship, commonly assumed as undeniable, between competition and 
????????????????????????????????????????????????????????????????????????? ????????????????
???????????????????????????????????????????????????????????????????????????????????
damage the innovation capacities prevailing in the economy, and therefore limiting 
????????????????????????????????? ???????????????????????????????? ????????????????????
where a positive relationship between low levels of competition and high growth 
????????????????????????????????????????????????????????????????????????????????????????
been consolidated since the opening could be promoting the good performance of 
the Chilean economy.
To analyse this point we will start, step by step, from the traditional analysis.
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?????????????????????????????????????????????????????????????????????????????????????
crucial step to solve the problem that we have raised previously.???
Its estimate is possible from the previous computed HHI but requires that we recalculate 
???? ??????????????????????????????????????????????????????
???????i is the market share of Firm I and n* the equivalent number of equal-sized 
??????????????????????????????????????????????????????????????????????????????????
simply the reciprocal of the HHI.
n* = (HHI)-1
Now, it is possible to use this n* to obtain ?, where:
??= n*?
Using then the estimates of the HHI which utilise Chilean IRS sale s´ data, the estimated 
???????????????????????????????????????????????????????????????????????????????
??????? ??????????????? ???????????? ???????????????????????? ???????????????????
 ? = – (2.47)
????????????????????????????????????????????????????????????????????????????????
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Figure 5.5. Price Elasticity of Aggregate Demand
Source: Author s´ elaboration based on INE and IRS database, 1990-2009.
As Figure 5.5 shows, the price elasticity of demand facing the Chilean markets, has 
been decreasing over time as parallel to growing market power of larger companies. 
???????????????????? ??????????????????????????????? ?????????????????????????????????
????????????????????????????? ?????????????????????????????????????????????????????????
more than 1% of the companies, it seemed far more relevant to focus our analysis on 
the concentration in the segment of large companies. If LSE sold 85% of total sales, 
??????????????????????????????????????????????????????????????????????????????????????
also in an aggregate level.
The declining price elasticity of markets and the high levels of economic concentration 
???????????????? ????????????????????????????????????? ??? ???? ???????????????????????
to trade openness. However, the presence of some causal relationship between these 
phenomena, as well as their consequences at the level of productive chains and market 
governance has not yet been fully analysed by us.
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The parameters that make up L2????????????????????????? ??????????????????????? ??????
????????????????????????????????????????????????????m???????????????????????????????????
???????????????????????










3. Competitor supply elasticity falls.
???????????????????????????????????????????????????????????????????? ???????????????
large companies is growing, that price elasticity of market demand is declining and 
????????? ????????????????????????????????????????????????????????????????????????????????
????????? ????????????????????????????????????????????????????????????????????? ?????
it is possible to conclude that, in the Chilean economy, the L2 values are rising and 
therefore the concentration has resulted in greater market power for large companies.
????????? ?????????????????????? ??????????????????????????????????????????????????????
decrease along it would be which, supply elasticity of the competitive fringe is situated 
in such magnitude that compensates S and ?m variations. However, we know that 
??????????????????????????? ?????????????????????????????????????????????????????
basically of services operating in markets in which practically there is no serious 
competition, therefore the hypothesis which assume high demand elasticity and an 
??????????? ??????????????????? ?????????????????? ???????????????????????????????????
Growing market power of LSE, has been generating important mark-up increases, 
especially in the area of non-tradable products which, given the presence of abundant 
practices and institutional arrangements that are not conducive to their operation on 
?????????????????????????????? ???????????????????????????????????????????????????????
??????????????? ??????????????????????? ????????????????????????????? ?????????????????
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Given these dynamics, non-tradable domestic goods´ prices are growing beyond the 
increases in the international prices of similar products and very across the evolution 
of Domestic CPI and the International CPI.
This means that the economy as a whole is moving away from a competitive pattern 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
the raising market power on productive chains and economic sectors has promoted 
?????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????








This weakness has permitted installation of several institutional arrangements imposed 




evils’ scenario would be that, after trade openness, the relative participation of each size of company that 
???????????????????????? ?????????????????????????????????????? ???????????????????????????????????????????
should enlarge the market share of the smaller Chilean companies, which are, after all, 98.5% of the total 
?????????????????????????????????????????????????????????????????????????????
171? ????????????????????????????????????????????????? ????????????????? ??????? ??????????????????????????
played in its development by the neoliberal economists of the Chicago School states that: “The American 
economists took the seeds of American antitrust policy and transplanted them into the Chilean context so that 
??????????????????????????????????????????? ???????????????????????????????????????????????????????????????????
of the broad aims of competition laws – to ensure competitive markets – while simultaneously accounting for local 
objectives. By pairing with a local university ??????????????? ???????? ????????????? ??????, the Chicago School 
economists also invested local academics in the success of the competition law, incentivizing their cooperation 
in the creation of a competitive market economy in Chile???????????????????????????????????????????????????
???????????? ?????????????????????????????????????????????????????????????????????????? ???????????????????
even less to the EU one.
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?????????????????????????????????????????????????????????????????????????????????
generation and capture by them of high and rising economic rents.
Indeed, despite the fact that, in the Chilean case, the economic concentration and 
the fall in the elasticity of aggregate demand are simultaneous phenomena, this 
evidence is still not enough to conclude that the concentration of the economy and 
the oligopolistic behaviour of the prices system, have caused a bad performance of the 
Chilean economy as a whole. However, even though from 1997 onwards the growth 
rates have been increasing downwards and the economic concentration increasing, this 
??????????????????????????????????????????????????????????????????????????????????????????
as a suboptimal growth of the Chilean economy, in relation to its potential growth, 
??????????????????????????????????????????????????????????????
To portray the real situation of the Chilean economic performance, it is necessary to 
??????????????????????????????????????????????????????????????????????????????????
from the evidence collected.
5.8. The Asymmetric Evolution of the Firms´ Market Share
Twenty years after the end of the dictatorship, the economic results of Chile, at least 
during the golden period ending at 1997, have been noteworthy in terms of output 
growth, however have not been outstanding in terms of the distribution of this growth, 
???????????????????????????????????????????????????????????????????????????????????????
terms of the origin of the GDP, it is observed that this is has been concentrated in 
a small number of companies. In absence of statistics that allow a direct look at the 














??????? ??????????????????????????????????????? ???????????????????????????????? ??????
???????????????? ??????????????????????????????????? ????? ??????????????????????
????????????????????? ?????????????????????? In fact, larger enterprises are required 
to widen their market share by 1%, a rise in sales of 21 US million dollars, but the 
smaller ones require sales of only 8 million US Dollars.
That means that each large enterprise requires a growth in sales of 781,000 US dollars, 
but the small enterprises require a rise of only 10 US dollars each. This situation 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????? ?????????????????????????????
much larger than what the percentage changes may suggest and across suggest caution 

















?????????? ???? ?????????????????????????????????????????????????????????????????? ????????????????????
??????????????????????????????????????????????????????????????????????????????????? ??????????????????
However, within it, the most relevant segment is the “mega enterprises”, because in spite of their small 
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????????????????????????????????????????????? ??????????? ????????????? ??????????????? ????????
???????????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????? ?????????????? ?????????????????????????????????????????????
of concentration than the ranks obtained using the IRS statistics.




micro-enterprises from small enterprises are 25,000 UFs, the limit of small enterprises with medium-
??????????????????????????? ??????????????????????????????????????????????????????????????????????????
100,000 UFs of sales, while mega-corporations are those that annually sold over 1,000,000 UFs. The UF 
is a currency unit of constant value that, at December 31 of 2009, amounted to US $40.
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Figure 5.6.? ???????????????????????????????????????????
Source: Author s´ -estimation using database of Chilean IRS, 1990-2009.
??????????????????????????????????????????????????????????????????????????????????
throughout the period under analysis. Immediately, it is clear that the only segment 








????????????????????? ??????????????????????????????????????????????????? ???? ????
????????????????????????????? ???????????????????????????????????????????????????










will let us quantify these tendencies. In order to do that, we use the aforementioned 
Chilean IRS database from where may be estimated the annual variation of market 
share of all Chilean companies.
???? ???????????????????????????? ??? ???? ????????????????????????????????? ??????
????????????????????????????????????????????????????????????????????????????????????????
????? ??????????????????????? ????????????????????????????????????????????????????????
concentrated marketplace. Estimation of HHI is a method of summarising the degree 
to which an industry is oligopolistic and the market share controlled by the largest 
?????????????????????
???????????????????????????????????????????????????????????????????????????????????
is only calculated by using that same year’s data. Therefore, HHI is not an adequate 
tool to predict the market concentration likely to occur in the future. This is largely 
due to the fact that the market shares used in calculating HHI are unpredictable, but 
???????????????????????????????????????????????????????????????????????????????????
the relevant issues involve the estimation of HHI produced throughout the period, 
being less relevant to any kind of forecasts.
If HHI shows a higher degree of concentration, it would mean that concentration 




???????????????? ??????? ????????????????????????????????????????????? ?????????????
to information corresponding to universe of all Chilean companies, with a level of 
???????????????????????????????????????????????????? ?????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
let us make an estimate of the market share of each sector or size of company, with a 
high level of disaggregation.
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????????????????????????????????????????????????????????????????????????????????
micro, small, medium, big and mega, measuring the level of concentration or dispersion 
????????????????????????????????????????????174
Figure 5.7.?????????????? ???????????????????????
Source: Author s´ elaboration based on IRS data, 1990-2009.
As we have already stated, in general markets are considered to have a high concentration 
????? ????????????????? ???????????????? ?????????????????????????????????????????????
???????????????????????????????? ????????????????
On the other hand, the European Union prefers to focus on the level of change of 
HHI and not its absolute value.175 Nevertheless, in both cases, levels over 0.3 are 
174? ??????????????????????????????????????????????????????????????????????????????????????? ???????????
?????????????????????????????????? ???????????????????????????????????????????????????????????????? ???????
???????????? ???????????? ????????? ??????? ???????????????????????????????????????????? ?????????????
market power.
175 Chilean antitrust actions do not refer to concentrations by size of companies, but only to sectorial 
ones. However, when in a country like Chile in which larger companies which, constitute 2% of all 
?????????????????????????????????????????????????????????????????????????????????????????????????????????
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permit the possibility of some enterprises showing HHI of 0.49%, or in the weighted 
????????????????
?????????????????????? ???????????????????????????????????????????????????????????????
However, giving a greater weight to the presence of competitive markets involving 
?????????????????????????????????????????????????????????????????????????????
business concentrates 85% of sales of the economy and that ratio continues growing 
in a systematic way.
All that information show that in the Chilean economy there is a clear phenomenon 
of high concentration and presence of oligopolistic markets. Thus, our analysis of 
the relationship between trade openness and market competitiveness lets us conclude 
that opening is not associated with a process of market competition improvement.
In some ways, this conclusion was initially suggested by our analysis of the internal 
price performance of non-tradable products, and can now be established on the base 
of the high level of concentration and market power of mega corporations that HHI 
demonstrates.
The lack of a competition environment, seriously limit any intent of chain upgrading, 
eroding the grounds of adequate institutional governance. On the contrary, within the 
?????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
5.9. Is the unrestricted promotion of market s´ competition a 




economic concentration and we have assumed that is highly possible that this process 
?????????????????????????????????????????????????????????????????????????????????????
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The questions that try to answer this question are basically two, each pointing to 
????????????????????????????????
??? ??? ??? ?????????????????? ????????????????????????????????????????? ??????????
competition by LSE in order to increase their market power- generating rents 
???????????????????????????????????????????????????????????
Or, on the contrary,
??????????????????????????????????????????????????????????????????????????????????????





?? ?? ????? ????? ??? ????????? ??????????? ???? ?????? ??????????? ??? ??? ???? ?????? ???
concentration process, as a product of the presence of transaction costs 
??????????????????????????????????????????????




??? These are questions of crucial importance, but they are not part of the core of polemics between 
neoliberal economists and their adversaries. In fact, when neoliberal economist’s discuses about 
????????????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????? ????????????????????????????????? ?????????????????
economists tend to place themselves “on the right” of the neoliberals, delivering more structural and 
????????????????????????????????????????????????????????????????????????????????????????????????????????
and modernization process, and viewing the phenomena of concentration as a less relevant issue, that does 
not modify their judgment about superiority of development strategies based on the disappearance of 
????????????????????????????????????????????????????????????????????????????????????????????
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• A third line of analysis distinguishes pre-innovation incomes from post-
innovation incomes, assuming that innovation is an “escape route from 
???????????????? ??????????????????????????????????????????????????????????????














neoclassical or neoliberal paradigm, which considers that the presence of transaction 
??????????????????????????????????????????????????????????????????? ??????????????????







the PCI of Chilean economy, there is not enough evidence allowing us to conclude 
that the oligopoly forces of the Chilean economy are only concentrated at the retail 
?????????????????????????????????????????????????????????????????????????? ?????????????
in the economy as a whole.
?????????? ????? ??????????????????????????? ?????????????????????????????????????
after 40 years of radical opening, Chile is not yet in condition to use prices as a signal 
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that drives the resource allocation processes. That situation implies that new relative 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????





incumbent companies, endowed with great market power, which currently dominate 
????????????????????????????????? ???????????????????????????????????????????????????????








between the price and the marginal cost. The degree to which these two numbers - 




concentrate sales in companies with products of superior quality or higher productivity. 
Allowing the most successful companies to control a larger market share. Then, these 
???????????????????? ???????? ???????????????????????? ???????????????????????????
share of wages in total sales or in value added.
As a result, the aggregate share of labour decreases as long as the weight of the “super-
star” companies grows in the economy. According to this view, the concentration of 
??????????????????????????????????????????????????????????????????????????????????
with the highest concentration are those where the most pronounced falls in labour 
participation have occurred. From that perspective, the perceived decline in labour 
participation in GDP is a normal phenomenon linked to globalization.
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They assume that worker’s remunerations in developed countries would lose ground 
to GDP due to the migration of large companies to countries in which the labour 
cost are lower, and additionally due to automation and robotisation. Given that, they 
assume that the fall in labour participation, is mainly due to a reallocation of labour 
????????????????????????????? ????????????????????????????????????????????????????????
the reduction of labour participation within the products sold by most companies.
However, contrary to their view, it would not be unsound to assume that the reciprocal 
increase observable in the share of capital in the GDP, would not be due to globalization 




demand curve appears as a central element of this last kind of hypothesis. Nevertheless, 
within that views, those elements that emphasise the oligopoly market organization, 
play only a minor role, given that within their paradigm the view that the forms of 
organization of markets corresponds to a process of intentional building of institutions, 
is a process constituted by actions of a political rather than economic nature and that 
are developed from an arena very distant to the markets, and perhaps for that reason, 
do not manage to adjust with their perspective of analysis any of these problems.
Our analysis is faced here with two rather clear options, those who argue that the 
concentration processes are a normal phenomenon associated with the globalization 
and technologizing of the economy, and, on the other hand, those who believe that this 
phenomenon corresponds to the consolidation process of institutions of oligarchical 
nature. The latter would favour a concentration of economic and political power in 
the hands of large business groups, whose dynamics of capital accumulation impede 
the deployment of virtuous growth processes based on innovation and productivity, 
????????????????????????????????????
It is not necessary, in our opinion, to use sophisticated econometric tools to elucidate the 
controversy about the virtuousness or viciousness of concentration in the Chilean case.
The approaches that provide a more favourable view of the concentration processes, 
assume that the impact of competition and free entry to markets varies with the 
dispersion of technology in use within each industry. In simple words, the problem 
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would be the distance to which each industry is located in relation to the technological 
?????????????????????????????????????????????????????????????????????????????????????
been placed on the impact of competition on post-innovation incomes, underestimating 
????????????????????????????????????????????????????????????????????????????????????
on that, they come to the conclusion that there is an inverted U-type relationship 
??????????????????????????????????????? ??????????????????????????????????????? ????????
competitive requirements of each market, depending on the point that the economy 





?????????????? ????????????? ????????????????????????????????????????????????????? ????





Translating this hypothesis to the Chilean case177, we should conclude that the 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????? ???? ??????????????????????????
by its distance to the border.
???????????????????????????????????????????????????????????????????????????????????????
this should lead to the evaluation of concentration phenomena as positive, a fact which 
??????????????????????????????????????????????????????????????????????????????????
by the innovation processes. To oppose it would be tantamount to defending the 
backwardness against progress, the “economic populism” and against “non-impartial 
and technical use of economic theory.”
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???????????????????????????????????????????????????????????????????????????????????









the 2.4% that the countries that make up the Organization for Economic Cooperation 
???? ??????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????In Chile our companies do little 
innovation. We are very far from the standards of the OCDE, there is even a declining 
trend… Technological innovation and innovation in R & D, is not in the business strategy 
of our companies”178
In other words, there is no greater evidence of innovation that supports the dominance 
of the markets by the incumbent economic groups. Chile is the main producer of 
copper in the world, but its mining technology is provided by Canada and Australia. 
It is a large producer of pulp, but the technology of its industry is provided by New 
????????? ???????????????????? ??????????????????????????????????????????????????????????
is late in terms of capture technology and at industrial processing level. Even more so, 
????????????????????????????????????????????????????? ?????????????????????????????????
??????????????????????????????? ??????????????????????????????? ?????????????
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However, that approach has played a very important role in incorporating the neoliberal 
topics within the centre-left technocracy. In general, this approach clashes with a 
common sense built from the observation of the Chilean business world and the 
operation of its economy. A fact that, in addition to the lack of appropriate data to test 
the credibility of new hypotheses linked to the NEG theory, are interesting to teach 
in the academic world, but that generally represent few opportunities to be translated 
into practical public policies.









that basis, develop an acceleration of its production and sales to surpass its 
?????????????????????????????????????????????????????????????????????????????
of negotiation.
However, these are only the two large generic options, representing a multiplicity of 
choices resulting from the combination of both alternatives and their respective sub-
options. Nevertheless, in each country, not every form or combination of options is 
legal and permissible and their relative success depends largely on levels of competition 





them as a permanent and successful action.
CHILE.pdf
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In spite of those options, a shortcut might be to obtain support from the State in 
??????????????????????????????????????????????????????????????????????????????????
position. Therefore, in order to circumvent the market competition, the path of bribery, 
????????????????????????????????????????????????????????????????????????????????????




legitimate level of market control, obtaining a temporarily advantageous position. 
Nevertheless, after a short period of time, the force of competition will cause a return 
?????????????????????????????????????????????????????????????????????????????????
absorbed by the market and made available to all players.
????????????????????????????????????????????????????????????????????????????????
??????????????????????? ?? ??????????????????????????? ??????????????????????????????
???????????????????????????????????????????????????????????????????????????????
obtain real competitive advantages over the companies with high market power. 
?????????????????????????????????????????????????????????????????????????????
design of rules and regulations will tend to be the variable that should enable the 
continuous growth of overbearing enterprise s´ participation in the markets beyond 
of its competitiveness, because this process enables them to consolidate a monopolistic 
or oligopolistic position by means of those non-market arrangements.
???????????????????????????????????????????????????????????????????????????????????
it has been seen that many corporations have consolidated the generation of stable 
economies of scale that create competitive advantages which constitute an automatic 
and insurmountable barrier to their competitors.
That happens because the main goal of those economic actors is to produce strong and 
???????????????????????????????????????????? ??????????????????????????????????????????
mechanisms that allow these leaps of scale. It is the presence or absence of the regulatory 
mechanisms of these processes, which will determine the success or failure of some 
????????????????????????????????????????????????????????????????????????????????????
trying to obtain some market power.
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In this option, mergers, or the acquisition of competitors, end up being the mechanisms 
that enable the realisation of these strategies. If a company based its development 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
permanently.180 In this case, the economy would soon be rewarded by presence of 
highly competitive markets, with all the positive consequences in terms of allocation 
of resources that this would entail. However, to promote such an option would require 
the legal closure of those arrangements that try to develop competitive advantage by 
eroding competition within the markets.
5.11. Tree key dimensions of Chilean business fabric in which 
predominate an exclusion dynamic that limit productivity
The points outlined above aim to show that mere trade openness is so far from 
possessing the necessary strength to build a new system of allocation of resources in the 
economy. The disappearance or reduction of trade barriers does not lead automatically 
to ensuring that companies acquire better access to markets, especially in those cases 
in which a small number of incumbent companies govern those markets.
5.12. Market access
??????????????????????????????????????????????????????????????????????????????????????????
into productive trade networks and into institutionally consolidated business alliances, 
???????????????????????????????????????????????????????????????????????????????????
and business strength needed to improve their participation in the generation and 
????????????????????????????????????????????????
180 Firms operating in a competitive market have incentives to innovate to “escape from competition” 
????????????????? ??????????????????? ??????????????????????????????????????????????????????????????????
???????????????????????????????????????????? ?????????????????????????????? ??? ????????????? ????????
rents, innovate to protect their market position and discourage entry by potential competitors. Several 
researchers have focused on the interaction of these two opposing forces: innovation and competition. 
As a result, even today, it is not clear whether market competition increases or discourages investments 
???????????????????????????? ???????? ????????????????????? ?????????????????????????????????????????????
???????????????????????????????????????? ???????????????????????????????????????????????????????????
included market and non-market activities tending to avoid the introduction of higher levels of market 
competition.
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????????????????????????????????????????????????????????????????????????????????
capacity for production of added value. Either by the generation of products, processes 
????????????????????????????? ????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????? However, in 




At least that must happen in the main sectors of the Chilean economy but, as a result 
of the market power of some large corporations, is concentrated in the non-tradable 
?????????????????????????????????????????????????????????????????????????????????
on which to rely upon to demonstrate that the Chilean economy shows that kind 
of performance. On the contrary, over the years the demand has tended to become 
??????????????????????????????????????????????????????????????????????????????? ??????
power of business groups has begun to become incontestable.






over time. Then, we will try to establish if that degree of competition is associated 
?????????????????????????????????????????????????????????????????????????????????
of market competition. Afterwards, our analysis will start by measuring levels of 
??????????????????????????????????????????????????????????????????????????????????????
we probe the presence of highly concentrated markets and additionally, that minor 
?????????????????????????????????????????????
Additionally, we have showed that the possibilities of achieving a better participation 
in the generation and distribution of added value, or a greater participation in the 
institutional arrangements that make up the governance of the markets, is not an 
option that is open to most companies, but only for a small group of these that control 
????????? ???????
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?????????????????????? ?????????? ??????????????????????????????????????????????????????
impossible task for any company and it is not necessary to argue too much to agree 
that this is not due to technological or competitive superiority, but that the simple fact 
that the productive chains are controlled by a small number of companies, as shown 
??????????????????????????????????????????????????????????
5.13. Chain Upgrading and Competition in Domestic Markets
In an economy with high levels of competition, each single company should have a 




Chilean economy and only after that, we have compare the results obtained with 
those that, according to the neoliberal discourse, should have been achieved after the 
trade openness and liberalization.
?????????????????????????????????????????????????????????????????????????????????
????????????????????????? ??????????????????????????????? ????? ?????????????????????
chains. The reality of the Chilean markets is highly unfavourable for them in each 
of these aspects.
The lack of competition and the tight control of markets by a small number of companies 
has produced in Chile institutions of economic governance that conspire against the 
upgrading of capacities for companies that do not belong to these dominant groups, 
????????????????????? ?????????????????????????????????????????????? ???????????????????
??????????????????????????????????????????????????? ????????????
The quantitative information reported in this chapter shows that in virtually no sector 
??????????????????????????????? ??????????????? ????????????????????????????????????
or the high rates at which they must access it, translate into high operating costs that 
transfer surpluses to banks, limiting their growth, and even jeopardize their subsistence.
The organization of the labour markets and the determination of salary levels from 
?????????????????????? ??????????????? ??????????????????????????????????? ?????????
attracted by large companies, even though the remunerations paid to these do not 
?????????? ????????????????? ????????????????????????????????????????????????????????
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placed the substantial state resources for training workers almost entirely in the hands 
?????????????????????????????????????????????????????????????????
Finally, the predominance of a predatory business model in which, the linkages of 
?????????????????????????????????????????????????????????????????????????????????
???????????????????? ???????? ????????????????????? ??????????????????????????????????
????????????? ????????????????????????????????????????????????????????? ?????????????
In this way, a circle is closed in which productive upgrading has been concentrated in 
the hands of a small number of companies. However, not being too prominent, they 
????????????????????????????????????????????????????????? ???????
5.14. Productive Chains Governance and Resources Allocation.
In Chile, the academic world is dominated by a neoliberal double discourse. On the 
one hand, free market is presented as a core value of the model, as it was the corner 
stone of their entire economic proposal. On the other hand, are deployed arguments 
that contradict this idea,181 Neoliberals argue that, given the characteristics of the 





who integrate these sectors.
181 In the USA economic mainstream, two schools of thought lead the market s´ organization theory. 
One is the “structure-conduct-performance school” who asses that market structure determines the 
????????????????????????????? ?????????????????????????????????????????????????????????????????? ??????
performance. An implication of this argument is that government should implement a relatively high-
level competition policy, intended to limit strategic behaviour. The second one is the Neoliberal Chicago 
??????????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????
is government interference in the market place. Government, by intent or ineptitude, can prevent some 
???????????????????????????????????????????????????????????????????????????????????????????????????????
is little that government should do to try to improve market performance, on the contrary a laissez faire 
policy is recommended.
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In Chile consequences of that approach were clear. Neoliberals declared that, given 
there are not enough Chilean big-size economic players, the country needs to produce 
strong economies of scale in order to compete with large transnational companies 
who are trying to control the regional markets.
They also assert that the rising market share of Chilean LSE is a defensive tool and cannot 
be associated, per se, with the implementation of monopolistic or oligopolistic practices 
?????????????????????????????????????????????????????????? ????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
must be changed. Competition not necessary would be, in all cases, a desirable 
???????????? ???????????????????????????????????????????????????????????????????
???????????????????????????????????????????????
A major neoliberal point of view is that the real anti-trust issue is not related to how 
?????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
in their view, competition must become a market force generating adequate allocation 
of resources in the economy. In general, they assume that the presence of potential 
???????????????????????????????????????????????????????? ????????????????????????????
constitute a force potentially able to build markets acting as good mechanism of 









bargaining power by large companies with respect to their customers and their 
suppliers. That governance institution would be at the root of the high concentration 
??? ??????? ?????????????????????????????????????????????????????????????????????????????
neoliberals, not so much as a defect, but as a virtue ???????????????????????????????
Institutions are a variable which is not considered relevant in the neoliberal analysis of 
Chilean case. For them the institutional environment is a given framework that once 
?????????????????????????????????????????????????????????????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 291
291
?????????????????????????????????????????????????????????????????????????????????










dysfunctional to productivity and growth and to minimization of transaction costs.
??????????????????????????????????????????????????????????????????????????????????
whether this is in the interests of those having the power to devise new institutions 
and, in the Chilean case, seem to be clear that subsistence of bad institution is not a 
result of a misleading theoretical approach, but rather to the presence of economic 
and social interests of some powerful actors.
The growth of the Chilean economy is evident at a glance. However, it is becoming 





observed a trend in precisely the opposite direction.
?????????????????????????????????????????????????????????????????????????????
productivity, if we compare Chile with developed countries, the available research 
????????????????????????????????????????????????????????????????????????????? ???????
???????????????????????????????????????????????????????????????????????????????
???????????????????? ?????????????? ?????????????????????????????????????????????????? 
????????????????????????????????????? ????????????????????????????????????????????
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the ministers and the state agencies, the legislative and the judiciary, with the intention 
???????????????????????????????????????????????????????????????????????????????????????
????????????
All outcomes of those activities must be implemented by means of institutional 
?????????????????????????????????????????????????????????????????????????????????
concession of public goods, rule applicable to contract between enterprises, environmental 
authorisations, way to evaluate banking risks, and other competitive advantages made 
possible from the State. The use of these strategies obviously constrains any kind of 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
ensure a shape- market relationships structured in an asymmetric way. The result of 
this situation is that, when large corporations use some combination of both strategies 
in order to gain dominant positions in markets, they no longer need to use technical 
????????????????????????????????????????????????????? ???????? ?????????????????????????
of already acquired technical progress from them to the remainder of the economic 
fabric, constituted by smaller size companies, is even less necessary.
??????????????????????????????????????????????????????????????????????????????????????
of technical progress, factors which imply the introduction of powerful biases in the 
mechanisms of the allocation of resources.
Thus, it is sound to assume that in the Chilean case, as has been generally argued: in 
???????????????? ????????????????????????????????????????????????????????????????? ?????
has led to potential political distortions, individuals. Powerful families and business 
groups that control concentrated economic activities in the country have achieved 
182? ????????? ????????????????????????????????????????????????????????????????????????????????????????
??????????????????? ????????????????? ????? ??????????????????????????????
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to wield greater political power, thereby inducing policies favourable to their own 





the business turnover, due to the reduction in number of new companies resulting 
??????????????????????????????????????????? ????????????????
This situation, highly dependent of the presence of neoliberal institutions of economic 
???????????????????????????????????????????????? ??????????????????????????????????????
??????????????? ????????????? ???????????????????????????????????????????????????????????
evidence suggests the presence of an inverse relationship between mortality and 
size. These authors state that this situation implies the presence of the lack of some 
????????????????????????????????????????? ????????????????????????????????????????????
for all industrial sectors. The lack of competitiveness looks as though it may be related 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
organisation and on their individual performance.





associated with presence of rules of the game associated to neoliberal model, which 
consolidate imperfect capital markets, vis à vis trade openness and market liberalisation 




products because of the trade openness process. However, their decline is not only 
????????????????????????????????????????????????????????????????????????????????????????
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Among quoted arrangements, are mentioned the lack of equal access to credit and 
?????????????????????????????????????????????????????????????????????????????????????
markets, the predominance of predatory economic models implemented by large 
???????????????? ??????????????????????? ?????????????????????????????????? ???? ????
?????????????????????????????????????183
This dynamic casts some doubt over the depth of structural transformation undergone 
????????????????????????????????????????????????????????????????????????????????
market liberalisation process.
5.15. The Stagnation of Total Factor Productivity
The presence in Chile of institutional arrangement divorced to the collective’s interests 
???????????????????????????????????????? ??????????????????????????????????????????????
in the Chilean economy does not seem to be a problem linked to the profoundness of 
the trade openness process and either to the market liberalisation. On the contrary, 
????????????????? ???????????????????????????????????????????????????????????????????????
of trade openness and market liberalisation, independently of the profundity of these 
processes.184
183 For instance, Chilean regulations for calculating the value of commercial licenses generate 











184 The argument stressing the need for deep reforms possesses a potential applicability in countries 














In spite of this evidence, in several of these studies there was not a clear diagnosis as 
to whether these phenomena were inevitable or not and if it is possible to develop the 
Chilean economy without this type of economic concentration.




by evaluating the relationship between economic concentration and productivity.








????????????????????????????????????????????????????????The Chilean system of corporate governance is a 
??????????????????????????????????????????????????????????????????????????????????????????????????????????????????
between controllers, usually a large group, and outside interests, normally AFPs (private pension funds), national 
and foreign mutual funds, insurance companies, holders of ADRs, and individuals”. ?????????????????????????
they ??????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????? ?????????????????????????????????? ?????????????
that produces ownership concentration.
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5.16. The Studies about the TFP made in Chile
The relationship between openness and total factor productivity is a widely-studied 
issue, especially in the Chilean case, in which it is a subject of high political relevance.
???????????????????????????????????????????????????????????????????? ?????????? ???????
economy in such a way that, it has been quite established, as a general conclusion, 
that trade liberalization and liberalizing economic policies seem to contribute to a 
certain growth of the aggregate TFP in the golden years “of the Chilean economy, 
but which did not therefore achieve a sustained growth path of this after 1997, TFP 
???????????????????????????????????????????????????????????????????????????????????





the rising cost of energy, the Asian crisis and the copper boom associated with the 
???????????????????
?????????????????????????????? ????????????????????????????????????????????????????
human capital, the increase in logistical costs, the lack of competition in the markets, 
????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????? ???????????????????????????????????????????????????
neoliberal perspective, consider that the reduction in the growth rate of post-1997 
??????????????????????????????????????????????????????????????????????????????????















change in all years.???
???? ??????? ?????????????????????????????????????????? ?????????????????????????
?????????????????????????????????????????????????????????????????????????????????
-7% in some years, followed by positive rates. An important point of discussion is the 
???????????????????????????????????????????????????????????????????????????????????
on the decrease of the TFP of the sector.
??????????????????????????????????????????????????????????????????????????????????????
relationship between the variations of the TFP and the changes in energy prices in 
??????????????????????????????????????????????????????????????????????????????????????









In our opinion, it makes no sense in our analysis to replicate, for the period of analisys 
1990-2009, the well-known and widely discussed TFP estimates made by other authors.






comparisons that have made it possible to obtain new conclusions. On the other hand, the non-parametric 
?????????????????????????????????????????????????????????????????????????????????????????????????????????????
trade openness, it is not observed in the Chilean economy, the presence of new higher levels of technical 
?????????
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???????????????????????????????? ????? ??????????????????? ???????????????????????????????




Although the INE publishes an IPP for the entire economy and one for manufacturing, 
these are only available since 2003 and 2009 respectively. The important thing is to 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????




available data, which does not allow for the sophistication in disaggregation by 
???????????????????????????????????????????????????????????????????????????????????????
?????? ???????????????? ???????????????????????????????????????????????????????????????
shocks that the Chilean economy has faced, a fact which is a strange argument for 
the supporters of the unrestricted opening of the economy. Finally, it is argued, by 
various authors already quoted, that a crucial factor is the negative role played by the 
new post-dictatorial governments, which would have “altered the normal functioning 
of the labour market”, increasing the monthly basic salary from 170 USD in 1990 to 
311 USD in 2009.
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are beyond the period of our analysis, therefore analysing the source of this stagnation 
is not possible without a wider perspective that made necessary to observe Chilean 
?????????????????????????????????????????????




more detailed form the evolution of the gap between average productivity of labour 
and multifactorial productivity growth.
It is well known that traditional measures of productivity, such as Average Productivity 
??? ????????????????????????????????????????????????????????????????????????????????????
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the GDP moves very little above productivity. The growth of GDP and productivity 
?????????????????????????????????????????????????????????????????????????????????????
year period of the “Unidad Popular” brought with it a collapse of productivity and 
?????????????????????????????????????????????????????????????????????????????????
the neoliberal model. In fact, after the coup of 1973 and the economic opening that 
??????????????? ???????????????????????????????????????????????????????????? ????
Thereafter these changes do not conform a regular tendency and the incipient level 
??????????? ????????????????????????????????????????????????????????????????????????
??????????????????? ???????????????????? ??????????????????? ????????????????????????
of the old monetarist model from 1982-1984, lets than the Chilean economy begins 
????????????????????????????????????????????????????????????????????????????????????
In spite of this, does this situation justify claiming that neoliberal policy induced a 
???????????????????????????????????????
If strong GDP growth means “giant productive jump”, indeed Chile did achieve 




It makes more sense to refer to this phenomenon as a “production jump”, since the 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
assess, based on the abundant evidence reported in this chapter, that the development 
?????????????????? ??????????????????????????????????????????????????????????????????
of the Chilean economy.
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???????????????????????????????????????????????????????????? ??? ??????????????? ????




recover a path of output growth followed by some improvement in productivity. 
?????????????????????????????????????????????????????????????????????????? ???????????
????????????????????????????????????????????????????????????????????????
Figures 5,8, also reveals that, between 1990 and 2009, both productivities grow in a 
continuous way, however, TFP growth sits steadily above APL, at least until 2008. 
????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
growth rate falls under that of APL and subsequent to this, both product growth and 
productivity growth deteriorate strongly.
In the decade following 2000, GDP per capita growth slowed to less than half the 
?????????????????????????????????????????????????????????????????????????????????
the present century, per capita GDP was almost two-thirds lower than in advanced 
????? ??????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????
The stagnation of productivity has become particularly acute since 1998, preventing 
Chile from faster growth over recent decades. It seems that there are powerful 
institutional factors preventing greater productivity growth. As it is recorded in 
??????????????????????????????????????????????????????????????????????????????????????
to 2009, only has increased around 20%.
The behaviour of Chile’s TFP has been especially puzzling since 1997 onwards. 
Given the strong integration of Chile within the global economy, the deceleration of 
the post-1997 productivity growth was deployed simultaneously to the Asian crisis 
???????????????????????????????????????????????????????????????????????????????????
the fall in the investment rates of that period.
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Indeed, during the period between those two years, the Chilean investment rates 
decreased, especially when they are compared to those at the beginning of the 
decade. However, since 2004, the investment rate has had a remarkable recovery but 
???? ????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
increase in investment in machinery and equipment which, as a percentage of GDP, 
has almost doubled since 2004, and since the end of 2008, represented about 50% of 
????????????????????????????????
The previously cited studies in general coincide with the evolution of productivity of 
the Chilean economy between 1990 and 2009.187 All that shows that the TFP growth 
???????????????????????????????????????????????????????????????????????????????????????
reported in these studies show that the increase in the TFP of the golden period of 
the Chilean economy has been systematically reduced as a result of several factors. In 
???????????????????????????? ?????????????????????????????????????????????????????????????






scarcity on the added value of the mining sector, are pointed out by the industry as 
?????????????????????????????????
There are also opinions that blame the fall in the innovation rates of the cooper 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????? ?????????????????????????????????
has been maintained in the presence of the fall in the price of energy resulting from 
the massive generation of solar energy and the greater regulation of the energy sector. 
Additionally, it can also be pointed out that the scarcity of groundwater has begun to 
be slowly replaced by mining companies with de-salinized water.
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However, it is not often that the neoliberal analysis emphasizes the relevance of these 
??????????????????????????????????????????????????????????????????????????????? ???????




electricity and gas sector, it is possible to observe that the TFP in the period of 93-98 
???????????????????????????????????????????????????????????????????????????????
in 2010-12. In other words, the changes introduced do not alter the evolutionary 
trend of the TFP, but show that the most dynamic sectors of the Chilean economy, 
??????????????????????????????????????????????????????????????????????????????????????
dynamism to the economy and are a factor in depressing the absolute values  of this. 
??????????????????????? ????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????








To these factors, we can add that the Chilean national accounts do not include in their 
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ???????????????????????????????????????????????????????
soil quality and destruction of biodiversity produced by plantations of large forest 




A fact which suggests a certain impotence of the trade openness to allocate the 
resources of the economy in such a way that can move forward the growth of GDP 
and productivity.
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????????????????? ???????????????????????????????????????????????????????????????
about a third of the reduction in the Chile s´ GDP growth in the past decade, and the 
?????????????????????? ?????????????????????????????????????????????????? ????????????
has emphasised the presence of low levels of competition in the market of products 
as a hypothetical cause. OECD measurements of market competition levels using 




emphasise the normative area, indicating that having maintained TFP rates prior to 
1998, the country should have embarked on a process of structural reforms with the 
??????????????????????????????????????????????????????????????? ????????????????????
?????????????????????????????????????????????? ??????????????????????????????????????
but, innovation and productivity decreased considerably.188 ??????????????????????????
in diagnosis, Chile s´ economic growth fell from above 7.5% annually in the period 
?????????????????????????????????????????????????????????????????????????????????????
??????????????????
The breakdown of these variations in economic growth shows that the contribution 
to the growth of capital has remained stable in both periods and the contribution of 





188 This critical view of public policies oriented to innovation and productivity, on the part of 
????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????
Government of that coalition. Although the limited outcomes of such policies are well known, they have 
continued unaltered from 1998 to the present date.
189 In the last three decades, the OECD TFP gains average between 1% and 2% per year, contributing 
?????????????????????????????????????????????????????????????????????????? ????????????????????????
have been able to make the transition have maintained TFP growth rates higher than 1.5% per year for 
long periods and in a constant way.
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1991, which was the same level that the country had during the period of import-
????????????????????????????????????????190
However, factor remunerations have moved far above it, oriented more by GDP growth. 
In spite of this, as can be seen in Figure 5.9, the aforementioned remunerations have 
moved somewhat erratically, in relation to variations in multifactor productivity.
Looking in an isolated way of the evolution of the TFP, using the information 
provided by the National Accounts of Chile published periodically by the Central 
????????????????????????????????????????????????????????????????????????????????????????
strong upward trend only interrupted by the Asian crisis that began in 1997 and the 
subprime crisis that began ten years later.
????????????????????????????????????????????????????????????????????????????????????
capital increases its weight within the GDP, while the opposite happens with the 
????????????????????????????????????????????????????????????????? ???????????????????????
to recover its levels prior to the Asian crisis.
190 http://www.dipres.gob.cl/594/articles-105498_doc_pdf.pdf
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Figure 5.9. Productive Factor s´ Remuneration 
?????????????? ???????????????????????????
This is a contradictory situation in respect to the forecasts given by neoclassical 
economic theory191????????????????????????????????????? ???????????????????????????
greater trade openness and market liberalisation than has ever been registered in the 
country throughout its history.
If these levels of opening have not been able to generate a relevant If these levels of 
opening have not been able to generate a relevant synchrony between the evolution 
of the Productivity of the factors and their remunerations, that can only mean that 
they have not managed to settle in Chile, new processes of resource allocation able to 
improve the multifactor productivity of the economy. Then, the whole of neoclassical 
???????????????????????????????????????????????????????????????????
191 In addition to this factor, OECD reports that the presence in Chilean markets of institutional 
arrangements ???????????? ???? ?????? ???? ????? ??? ?????? ?????????????? ???????????????? ???????????? ????
???????????????????????????????????????????????????????????
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This problem is seen even more clearly in Figure 5.10. in which GDP growth trends 
are plotted, vis a vis the evolution of the TFP and the remuneration of capital.
Figure 5.10???????????????????????????????????????????????????
?????????????? ???????????????????????????
This table clearly shows that, while in the two decades analysed, real GDP is close to 
300% accumulated growth, capital remunerations are approaching 200% in the same 
??????????????????????????????????????????????????????????????????????????????????
crises mentioned above. However, the evolution of the TFP is very weak, reaching 
only 20% during the aforementioned period.
All the above, seems to indicate that the growth of the Chilean economy is not based 
on the growth of productivity and that the remunerations to the capital either. On the 
???????????????????????????????????????????????????????????????????????????????????????
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the sectoral or subsectoral level, however, if so, its magnitude is not of such a size as 
to be able to impose itself, at the level of large numbers, on the set of the economy.
During the twenty years analysed, the Chilean economy shows growth without 
???????????????????????????????????????????????????????????????????????????????????
that the neoliberal model promised would be obtained in Chile, in the event of 
implementing its policy recipes.
5.17. Conclusions
Throughout this chapter, we have reported how the neoliberal hypotheses is not related 
with the real way in which trade openness has actually operated. The reason for this 











from its most backward toward the more productive and globalised sectors, 
???????????????????????????????????????????????????????????????
?? ????????????????????????????????????????????????????????????????????????
only related to withdrawn issues, like the speed in the achievement of proposed 
outcomes, or in the variability of the growth process. From our research is 
?????????????????????????????????????????????????????????????????????????????????
price system in the Chilean economy. The relative prices of the Chilean 
economy are markedly misaligned with the evolution of international prices. 
This occurs in a discrete way in the sector of tradable goods, but in a strong 
manner in the non-tradable sector. A sector in which Chile shows prices of 
electricity, drinking water, real estate, banking services and in various other 
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???????????????????????????????????????????????????????????????????????????????
the markets of Chile s´ main trading partners.
• The price relationship between tradable and non-tradable goods displayed by 
Chile s´ economy, gives the impression of complying with the market power 
?????????????????????????????????????????????????????????????????????????????
eventual rise on income of individuals and families, resulting from the increase 
in GDP pc of the economy.
• Regardless of the unquestionable increase in GDP pc of the Chilean economy 
???????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????
are disaggregated and distributed, the average income of the 75% of Chilean 
?????????????????????????????????????? ???????????????????????????????????
750 euros per month.
?? ????????????????????????????????????????? ????????? ????????????? ?????? ????
????????????????????????? ??????????????? ???? ?????????????? ????????????????
?????????????????????????????????????????????? ?????????????????????????????????
was destined to the consumption of people, while in 2009 that percentage had 
?????????????????? ???????????????????????????????????????????????????????
per capita consumption of the population of Chile has increased by only US 
????????????????????????????????????????????????????????????????????????????????
while assuming that this amount was distributed in a perfectly egalitarian 










than innovate. In this way, the most backward sectors of an economy such as 
????????????????????????????????????????????????????????????????????????????
using technology from the more advanced countries, inducing convergence 
with the most developed economies. However, the data analysed in this chapter 
????? ??? ????????? ????? ???? ?????????? ????????? ???????????????????? ????????
operating in that way basically because Chile s´ trade openness has not been 
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 310
310
able to implement a pricing system with the functionalities promised by the 
neoliberal model, and the implementation of the neoliberal model has not 
shown a greater contribution in the area of the establishment of economic 
growth supported by productivity.
• The reasons why this has not happened over the 40 years of neoliberal policies 
???? ??? ???? ???????? ??? ????????? ??????????? ???? ????????????? ????????? ????
undeniable fact is that the TFP has not increased in Chile in a parallel way to 
???????????????????? ?????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????






On that basis, we must conclude that:
• Chile s´ Domestic prices, 40 years after the starting point of trade openness, are 
??????????????????????????????????????????????????????????????????????????????
not converging to international prices. On the contrary, they tend to maintain 
a permanent misalignment in relation to international prices.
• Although during the period analysed, we can observe an important long-
????????????? ??? ?????????? ?????????????????????????????????????? ?????????
????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????? ???
clear that the adjustment of domestic prices to international ones, is far from 
????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
moving across the relevant international prices for Chile.
?? ??? ???????????? ????????? ????????????????????????????????? ???????? ???????
???????????????????????????????? ???????????????????????????????????????????????
to be related to the non-competitive market structure of non-tradable goods. 
????????????????????????????????????????????????????????????????????????????
and increasing levels of economic intra-sectorial concentration in practically 
all industries, and also show, at an inter-sectorial level, unacceptable levels of 
concentration.
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?? ???? ???????? ???????? ????????????? ?????? ?? ???? ?????? ??? ??????????????
independently of its fully openness, devaluations or revaluations of the 
???????????????????????????????????????????????????????????????????????????????
?????????????????????? ???????????????????????????????????????????????????????????
non-competitive structure of the Chilean markets, which, despite the radical 
process of liberalisation, has granted substantial and asymmetric market power 
to a small segment of large enterprises.
?? ???????????????????????????? ????????????????????????????????????????? ???
the Chilean economy is quite low, but we have also demonstrated that such 
???????????????????????? ??????????????????? ???????????????????????????????????





an issue essentially related to the presence of high market powers.
?? ??????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????? ?????????????????????
market power. As a result, LSE can obtain a high control of aggregated and 
sectorial demand.
• A combination of these factors seems to be the reason for the low capability of 
the Chilean economy to transmit technical progress in the productive fabric. 
An economy like the Chilean one, in which trade openness is translated into 
?????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????
decline, is acting “contrario-sensu” of predictions made by neoliberal advocates 
of the Chilean model.
• If the evolution of relative prices of the Chilean economy do not adjust to 
??????????????? ?????????????? ?????????? ????? ???? ?????????? ???????????????? ???
????????????? ??????????????????????????????????????????????????????????????????
the openness is not being transmitted to the productive fabric, and economic 
resources tend to be assigned more on function of the market power of large 
??????????????????????????????????????????????????? ???????????????????????
??????????????????????????????????????????????????????????????????????????????????????
prices between tradable and non-tradable goods, as long as each type of goods 
uses inputs from the other sector.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 312
312
• The presence of LSE meaningful market powers seem to be associated 
?????????????????? ?????????????????????????????????????????????????????????
tradable goods and rigidities of non-tradable goods prices. This situation may 
?????????????????????????????????????????????????????????????????????????????
non-tradable sector are working in segments of highly inelastic demand curve, 
???????????????????????????????????????????????????????????????????? ?????
???????????????????????????????????????????????????????????????????????????????
a complete transmission of international prices.
?? ???????????????????????????????????????????????????????????????????????????????
market power of large enterprises and not the marginal cost predominating 
in foreign markets, it is clear the absence of a spot-on pricing system like 
????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
of the amount of resources allocated towards the commodity-intensive sectors 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????




of resource allocation has been installed in the Chilean economy. The non-
???????????? ?????????????????? ???????????????????????????? ?????????? ???????
????????????? ??? ???? ???????? ???????????? ???????? ???? ????? ?????? ????????
?????????????????????????? ??????????????????????????????????????????????
liberalisation, at least in the way that neoliberals promised.
• In this chapter we have showed that, the neoliberal hypothesis regarding 
???????????????????????????????????????????????????????????????????????????
the agent s´ economic behaviour that clash empirically with the Chilean 
reality. Additionally, it is quite clear that the positive outcomes forecast 
upon the implementation of the neoliberal model of development have not 
???????????????????????????????????????????????????????????????????????????
economic model.
• In sum, we can conclude that the promises of the neoliberal model have failed 
and, at least in the areas analysed in this chapter, their optimistic goals have not 
??????????????? ??????????????????????????????????????????????????????????????
prescriptions have tended to promote an institutional agenda that tries to 
consolidate a new economic order not necessarily tied to their old promises. 
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The neoliberal discourse associates the policy measures implemented by them 
with the positives attributes that perfect competition markets theoretically 
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Chapter 6
Trade Openness, Poverty and Income Distribution
The objective of this chapter is to analyse the issues related to the behaviour of the 
Chilean triangle: Growth, Poverty and Inequality, during the trade openness and 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
income distribution which sustains that: a reallocation of the factors of production (capital 
and labour), from its most backward toward the more productive and globalised sector of the 
economy would result in labour of upgraded productivity, thus creating higher remunerations 
and improving domestic income distribution.
In order to falsify that hypothesis, in this chapter we analyse if actually, trade openness 
and market liberalisation has been related to presence of a greater income equality or, 
on the contrary, to a bigger income inequality
In order to analyse that issue, we investigate the anatomy of income distribution in 
Chile: 1990-2009, the evolution of the distribution of monetary and non-monetary 
incomes, the impact of social spending on income distribution and the relationships 
?????????????????????????????????????????????????????????????? ?????????????? ??????
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????? ???????????? ?????????????????
From several sides of the economic theory, it has been assumed that “development” 
?????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????? ??????????????????????????????????????????
objective of any developmental policy is to generate a dynamic enabling growth, and 
in a second phase, promote an income redistribution process that enforces equality, 
????????????????????????????????????????????????????????????????
The neoliberal point is associated with the understanding of development as a rigid 
sequence of events. Firstly, trade openness will generate improvements in the allocation 
of resources driven by new relative prices. The outcome of this process is that labour 
of higher productivity, that should be remunerated with higher wages, positively 
impacting the primary distribution of income. From this believe is assumed that the 
income distribution will tend to increase together with the GDP and the productivity 
of the economy framed on a trickle-down behaviour. Firstly, the income of the 
richest population deciles grow up and secondly, the workers’ income also grows. 
Such increases will be poured out from the top of income towards the sectors most 
deprived, improving so, gradually the distribution of income.193
193 The various components of our work hypothesis are made up of a choice of analyses carried out 




have limited themselves to defending somewhat more limited projections, which nonetheless converge 
in a single and positive vision of the future after the neoliberal reforms. The presumption that assumes 
that Chile will be a developed country before 2030, has been consistently defended by the Chilean 
???????????????????????????????????????????????? ???????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????
product and productivity of the OECD in the coming decades, has been defended by the President of the 
??????????????????????????????????????????????????????? ??????????????????????? ????? ???????????????????
country, without poverty “: http://www.cooperativa.cl/noticias/pais/sebastian-pinera/pinera-nuestra-
mision-es-que-al-ano-2025-chile-sea-un-pais/ 2017-10-18 / 114443.html. The presumption that assumes 
that poverty in Chile will disappear in the same period as a function of GDP growth has been defended 
???????????????????????????????????????????????????????????????????????????????????????????????
poverty reduction”. Report 154, Freedom and Development. The presumption that equal opportunities 
will be permanently installed in Chile has been defended by prominent neoliberal academics from the 
?????????? ??????????? ??????????? ???????????????????????????????????????????????????????????????????
?????? ????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????
the remunerations of Chilean workers will converge towards the average productivity of labour, thus 
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???????????????????????????????????????????????? ??? ? ??????????????194 constitutes 
the grounds of neoliberal policies of income distribution associated with the Chilean 
model. In fact, that strategy contained in the neoliberal hypothesis, sustains which, 
without the intervention of any other agents and relying only on the action of free 
????????????????????????????????????????????????????????????????????????????????????
??????, ????????????????????
As we have discussed in the previous chapters, the institutional environment and 
??????????????????????????????????????????????????????????????????????????????????
promoting a concentrated accumulation of capital on large companies that control 
the main markets. Therefore, it is highly possible that growth processes are not being 
????????????????????????????????????????????????????????????????????????????????????????????
in those economic agents that have control of the markets arrangements.
???????????????????????????????????????????????????????????????????????????????? ????
probable scenario would be embracing of a worsening s´ path of the regressive income 
distribution prevalent in the Chilean economy. The neoliberal view, which neglect the 
dynamic formerly described, is contained in the central working hypothesis of this 
?????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????







of whom about twenty have been analyzed and included in the bibliographical references.




Thus, as long as there is economic growth, the wealth of the rich trickles slowly down to the non-rich 
and to an emerging middle.
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6.2. Growth, Poverty and Inequality
The Chilean champions of the neoliberal model have argued that the modality of 
???????????????????????????????????????????????????????????????????195 This proposal 
assumed that trade openness would have established new rules of the economic 
game which has being producing high growth rates in Chile, and a process of high 
elasticity of poverty reduction in relation to growth, in such a way that would have 
??????????????????????????????????????????????????????????????????????????? ????????
????????????????? ?????????????????




in the percentage of the population placed above the line of poverty and therefore a 
progressive trend in the distribution of the gains of economic growth.
??? ???????????????????????????????????? ????? ?????????????????????????????????????????






business relationships. In the Chilean case, the main rules of the game, at the macro-
?????????????????????????????????????????????????????????
1. The Constitution of 1980, which is essentially an economic Constitution.
2. The principle of subsidiary State, which prevents any action of the State in the 
economy in case that such action, may be developed by the private sector.
195? ????????????????????????????????????????????????? ???????????????????????????????????? ???????????
as to “pro-poor growth”, some Chilean neoliberal economists had elaborated a slightly restricted version 
of the same concept. From the middle seventies, they assess that pro-poor growth was one in which the 
amount of people whose incomes are below some previously established “poverty line” decrease as a share 
?????????????????????????????????
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3. The presence of super parliamentary quorums required so that the State can 
create new public companies or compete with those that were privatized during 
the dictatorship.
??? ?????????????????????????????????????????????????? ?????????????????????




concept of public spending.
??? ?????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????
law passed by Congress if that court believes it violates the principles of the 
Constitution.
This set of rules of the game controlling the elaboration of rules and requirements, 
to which individual organizations must conform in order to receive legitimacy and 
??????????????????????????????????????????????????????????????????????
On the other side, the Institutional arrangements may range from formal to informal, 
with varying degrees of authority, accountability, and responsibility for coordination, 
handover, and delivery. In the Chilean case, these institutional arrangements are 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
These institutional arrangements must be understood as the dynamic set of formal 
??????????????????????????????????????????????????????????????????????????????
socio-cultural norms and political regime???
In our opinion, both institutional levels have been a powerful device to promote 
??????????????????????????????????????????????????????????????????????????????
group of large corporations operating in the Chilean markets. On the contrary to 
our point of view, the neoliberal vision declares that openness would produce higher 
levels of competition, tending to dissolve the economic concentration, or maintain it 
???????????????????????????????? ????????????????????????????? ???????????????????????????
make it inevitable.
???? ????? ??????????????????????????????? ??????????? ????????????????????????????????????????????????????
to the economic and social actors, but, in this case we will not analyse this kind of issues.
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??????????????????????????????? ???????????????? ???????????????????????????????????????
of economic concentration running parallel to trade openness, however it is very 
????????????????????????????????????????????????????????????????????????????????????
by certain business groups that aspired to take control of the Chilean economy and 




agents. However, the most relevant element for our analysis is not to determine the 
?????????????????????????? ????????????????????????????????????????? ?????? ??????????
we will focus on the realization of an empirical review of neo-liberal statements related 
to income distribution, in order to falsify their predictions and associated prescriptions.
????????????????????????????????????????????????????????????????????????????????????????




whether that factors have had any impact in the Chile s´ patterns of economic growth. 
This task will be addressed in this chapter, which will deal largely with the behaviour 
shown, during the period under analysis, by evolution of the so called: Chilean triangle 
??????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????? ?? ???????????????????????
anatomy of income distribution in Chile from 1990 to 2009, emphasising the distribution 
issues associated with monetary and non-monetary incomes. Additionally, we will 





the period 1990-2009, and on the success or failures of Chilean public policies in 
the areas of poverty and inequality reduction. Through such analysis, we will try to 
????????????????????????????????????????????????????????????????????????????????????
equality during the openness and liberalisation process. In doing this, we will try to 
529275-L-sub01-bw-Roman





openness have been producing a simultaneous reduction of poverty and inequality 
????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????
6.3. The Theoretical Debate about Inequality and Economic 
???????????????
?????????????????????????????????????????????????????????????????????????????????????
this area of study went virtually unnoticed during the 1970s and 1980s, over the 
?????????????????????????????????????????????????????????????????????????????????




Starting in the 1990s, associated with the neoliberal wing inside neoclassical analysis, 
?????????????????????????????????????????????????????????????????????????????????????
studies declared that there was no evident relationship between growth and inequality 
and it would be reasonable to conclude that, in general, “growth is good for the poor” 
???????????? ???????????? ???????????????????????????????????????????????? ?????? ????
??????????????????????????????????????????????????????????????????????????????????????





inequality at the beginning of that period were associated with the worst or the best 
197? ??? ???????????? ?????? ????? ????????? ???????????????? ?????? ?????????????????? ??????????? ???? ??????
hypothesis would not be proved if countries in Europe and Eastern and Central Asia were removed from 
the sample.
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?????????????????????????????????????????????????????????????????????????????????
income inequality and growth.198
????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
concentrating income amongst a small group of wealthy individuals was positive. 
Firstly, greater inequality would increase the saving rate of the economy and secondly 
inequality would install incentives to work harder and move up the social ladder.
Following these two pathways, neoliberal argues that inequality would be a mere 
problem of speed adjustment of the economy, but would eventually favour economic 
growth. However, in our opinion, the relationships documented by some Chilean 
studies linked to such approach, defending the positive role of inequality, an idea 
????????????????????????? ???????????????????????????????? ????????????????????????????199
On the other hand, some non-neoliberal arguments have highlighted that, ceteris 
paribus a certain rate of growth of GDP, the trajectory of the reduction of poverty 
tends to be faster when inequality is smaller. According to this argument, as poverty 
is associated with lower investment in human capital and lack of access to credit due to 
?????????????????????????????????????????????????????????????????? ???????????????? ?????
generate a trap in which inequality associated with poverty would erode the growth 
?????? ??????????????????????????????????????????????????????????????????????????????????
In the period under analysis, these academic discussions have also been held in Chile, but
accompanied by a strong political emphasis. In Chile, when right-wing parties and 
???????????????????????????????????????????????????????????????????????????????????????
and growth, they are defending a set of institutions and arrangements which, in the 
198 In general, some of these models used data panels that took into consideration certain problems of 
endogeneity of the laggard dependent variable, but they also obtained a positive relationship between 
income inequality and economic growth.
199? ????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
that the data on inequality whose quality is not uniform often presents problems. Sometimes it is not 
clear that the indices obtained are comparable internationally. This is because the methodologies used to 
????????????????????????????????????????????????????????? ????????????????????????????????????????????????????
empirical measurements that researchers used contain large errors.
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Chilean case, led to a sustained economic growth that accentuated social inequalities 
but, they believe, would drive the Chilean economy towards development.
From that perspective, they consider that followed the most appropriate path for growth, 
considering their own proposals as a rigorous base to build “serious” distributional 





to share this approach, considering which, impulse of distribution process during 





criticised the trickle-down model as being useless to alleviate inequality. However, 
when they arrived in government after 1990, they did not try to implement substantial 
changes in the former development model. They chose rather not to abandon the 
fundamentals of the neoliberal model and not modify their economic institutions, 
with the aim of “protect economic growth” and “discourage implementation of statist 
????????????????????????????
???????????????????????????????????????? ?? ??????????????????????????????????????????????
the analysis and perspectives of the Chilean economy, showing how even when Chilean 
trade openness has been associated with higher rates of growth, it has maintained a 
?????????????????????????????????????????????????????????????????????????????
6.4. Institutions and Income Distribution
Since the start-up period of the neoliberal model, as in the course of its consolidation in 
the post dictatorship period, the Chilean economic mainstream has been dominated by 
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????? ?????????????????????????????????? ?????? ????????????????????
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From this point of view, it has been argued that growth has been good for the poor 
???????????????????????????????????????????????????????????????????????????????????????
decrease of poverty. The neoliberal approach assumed that poverty would be a variable 




and halting automatic evolution of the economic development. Thus, they considered 
that the elimination of poverty would not require institutional changes which looking 
for a lower inequality, but would only necessitate the maintenance of the neoliberal 
????????????????????????????????????????????????????????????????????????????
In short, the neoliberal perspective is dominated by scepticism about the possibility of 
achieving medium-term lower inequality of incomes by state actions over institutions, 
?????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????? In addition, assessment from non-neoliberal’s 
????????????????????????? ??????????????????????? ???????? ???????????????????????
?????????????????????????????????????????????????????????????
Even they do not advocate for a greater disregard of the State in social policy, their 
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
During 1990-2009, new Chilean authorities declared that their policies would be 
focused on low-income groups, drastically reducing the negative social legacy of the 
military dictatorship at the poverty area. However, this problem did not accept simple 
solutions. As corollary of the neoliberal model implementation, Chilean economy had 
???????????????????????????????????? ????????????????????????????????????????????????????
and relevant fall in headcount poverty, but parallel, a consolidation of important 
inequality levels in the Chilean economy.
The improvements in the poverty area has not obeyed an economic policy that improves 
the competition dynamics of the markets and change the neo-liberal arrangements 
aimed only at the generation of economic rents.
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During the dictatorship period, the Chilean State has reduced poverty through a 
????????????????????????????????????????????????????????????????????????????
focalized social policies based on subsidies and monetary transferences.
This approach to the reduction of poverty had been caustically criticized by leading 
economists opposing the dictatorship, however once they took, later in 1990, driving 
???????????????????????????????????????????????????????????????????????????????????????????
emphasis was put on increasing the coverage of the old programs and in the creation 
of some new covering new social areas still without coverage, but the old neo-liberal 
approach to social policies was maintained.
However, poverty not only reduces depending on social policies, but that economic 
??????????????????????????????????????????????????????????????????????????????????
???????????????? ?????????????????????????????????????????????????????????????????????
the medium to long term, the Chilean economic growth will bring about a reduction 
in the poverty of a magnitude similar or superior to the rate of growth of GDP. If you 
?????????????????????????????????????????????????????????????????????????????????????
reasonable, however it is necessary to analyse in greater depth the evolution of poverty 
??? ??????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????
Figure 6.1. Poverty Reduction. Chile: 1990-2009.
????????????????? ????????????????????????????? ? ???????????????????????????????????????
CASEN Surveys: 1990-2009
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???????????????????????????? ???????????????????????????????????P as any of the 
poverty measures proposed by these authors. The empirical general calculation of 
FGT is as follows:
?????????????????????????
Y: ????????????????????????????????????????????
z: Is the poverty line,
yes??? ??????????????????????????????????????????????????????????????????
yav : Is the average income of poor,
n: Is the total population,
q: Is the number of persons who are poor, and
??? ??????????????????????????????????????????????????????????????????????
number with three possible values: 0, 1 or 2.
????????????????????????????????????????????????????????????????????????????????????
total population, n, the distances that separate individuals or households on the poverty 
?????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
??????? ?????????? ?? ????????????? ?????0 ?????? ????? ?????????????????????????????
??????????????????????????????? ?????????????????????????????????????? ????????????
is below the poverty line. Then P0 will decrease their value upon the occurrence of a 
???????????????????????????????????????????????????????????????????????????????
??????????????? GFT- P1 ??????????????????????????????????????????????????????
?????????????????????????????????????????? ????????????????????????????????????????????
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as the incidence of poverty multiplied by the absolute gap of income, a gap that is 
????????????????????????????????????????? ?????????????????????????????????????????
populations and their respective poverty or indigence line. Then P1 will decrease upon 
??????????????????????????????????????????????????????????????????????????
??????????????????????? P2 ?????? ?????????????????????????????? ????????????????????
measure of income distribution within the group of poor households or individuals, 
?????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
percentage of that line. The weights are usually given by each individual gap. Since 
the weights increase with poverty, this measure is sensitive to inequalities among the 
poor. That is why P2 ??????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????? ????????????????????????????
??????????????????????????????????????????????????????????????
An estimation of these three indices and its evolution between 1990 and 2009 is 
??????????????????????????????????????????????? ????????????????????????????????????????
????????????????????????????????????????????????????????? ???????????????????????????????
???????????????????????????????? ?????????????? ??????????????? ???????????????????????




values of poor s´ income in relation to the poverty line, multiplied by the reciprocal 
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
reverse the former tendency. Evolution of known GFT-P0 ?????????????????????????
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
poor population. Contrariwise, the situation is not the same if we analyse the poverty 
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Figure 6.2. Depth, Incidence and Poverty-Indigence Gap. Chile: 1990-2009.
??????????????????????????????????? ????????????????????? ???????????????????????????????
includes Poor but non-indigent population, plus Indigent population.
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During the analysed period, GFT-P1?????????????????????????????????? ?????????????
decreased but at lower rates than P0????????????????????????????????????????? ????????
no doubt a reduction in distance of the average incomes of the poor with respect to 
the monetary value of the Poverty-Indigence line. However, the rate of such reduction 
has been diminishing over time, in parallel with the growth of GDP per capita.
??????????????????? ????2?????????????????????????? ?????? ?????????????????????
??????????????????????????????????????????????????????????????????????????????????? ??
can observe that income inequality within the poor has been also decreasing, but at a 
smaller percentage than poverty-indigence incidence. That means that, throughout 
the period 1990-2009, the distance that separates average incomes of each group of 








a serious setback. The same thing happens in the case of indigence, whose tendency 
??????????????????????????????????????????? ?????????????????????????????????????????




??????????????????????? ? ?????????????????????????????????? ????? ????????? ???????????
poverty-indigence that we are using,200 the three variables determining poverty-
?????????????????????? ???????? ?????????????????????????????????? ?????????????????
??????????????????????????????????????????????????????????? ????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
200 The three measurements analysed here are all carried out from a “relative monetary poverty” 
estimations. One of the essential questions in that interpretation of the phenomenon of poverty is the 
?????????? ?????????????????????????????????????????????????? ?????????????????????????????????????????
??? ?????????????????????????????????????????????????????????????????????????????????????????????????????
allowing such estimates of that kind of poverty during our study period.
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understand the performance of poverty-indigence in relation to the growth process. 
The determinants of all these trends are closely linked to the evolution of the absolute 
????????????????????????????? ??????????????????? ????????????????????????????????????






Processed on: 20-2-2019 PDF page: 331
331
In the case of indigence, during 1990-1998 the gap fall from 4,4% to 2,0%, to 1,1% 
??????????????????????????????????????????????????????????????????????????????????
1998 the gap fall from 4,9% to 7,5%. In the case of poverty, the gap fall, during 
???????????????????????????????????????????????????????????????????????????????
and increase to 5.1% in 2009.














achieving a level of indigence less than 1% in 2014 was not reached. That was a goal 
???????????????????????????????????????????????????????????????????????????????????????
??? ??????????????????????? ??? ?????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
shows that the proportion of people below the indigence lines is still diminishing, 








univocal relation, independent of poverty-indigence variety that we decide consider 
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?????????????? ?????????????????????????????????????????????????????????????????????????





income distribution, and an improvement in other periods. From that situation, we 
can assume that GDP growth may produce changes in the dispersion of incomes of 
people and families, and starting from that circumstance, changes in the share of the 
Chilean population living under the poverty line. For that reason, despite the fact 
that in some years of the analysed period, changes in the number of people under 









growth in average incomes which, produce changes in the dispersion of income and 
?????????????????????????????????????? ??????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
problem that concerns us.
Changes in the growth of income as changes in income inequality play an important 
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????????????????????????????????????????????????????????????? ????????????????????????
???????????????????????????????????? ??????????????? ????? ???????????????????????????
changes, has remained almost unchanged after moving erratically, whilst GDP growth 
?????????????????????????????????????????????????????????????????201
?????????????????????????????????????????????????????????????????????????????????????????
argument sustaining that growth was the only tool that would make it possible to 
???????????????????????????????????????????????????????? ???????????????????????????
??????????????????????????????????????????????????????????????????????????
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As poverty reduction was not an instantaneous phenomenon, they assume that the 
progression of the opening and liberalisation of markets and the presence of certain 
???????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
a policy of direct subsidies. However, in their view, these transferences must be 
targeted only in these sectors. In other words, for neoliberal view, the redistributive 
??????????????????????????????????????????????????????????????????????????????????????
costs of market s´. liberalization. Thus, it is not surprising the low impact of income 
redistributive policies that have followed this orientation, e.g. the Chicago boys and 
the post dictatorship Governments´ policies.
In addition, and based on the same approach, neoliberal economists declare which, for 
????????????????????????????????????????????????????????????????????????????????????
??????????? ????????????????????????????????????????????????????? ??????????????????
of economists that arrived at the Chilean Government in 1990 tried to oppose this 
????????? ?????????????????????????????????? ????????????? ??????????????????????????
poverty reduction actions, at least if the new governments does not apply some 
??????????????????????????????????????????????????????????????
Despite this, the successive governments post dictatorship, did not associate their 
policies to introduction of public s´ actions oriented to produce changes in the primary 
distribution of income. On the contrary, their focus was placed only on the impact that 
???????????????????????????????????????????????????????????????????????????????????
distribution, understand the last one only as a by-product of their social policies. Authors 
????????????? ?????????????????????? ???????????????????????????????????????????







growth of poverty using in the numerator, percentage points of variation of poverty and in the 
denominator, percentages of variation of the GDP, which allow them to declare that they are estimating 
the growth elasticity of poverty, when in reality they are estimating the growth semi-elasticity. Then the 
??????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????? ?????????????????
denominator, the percentage variation of the GDP by the initial value of the poverty. This is a situation 
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Following their arguments, it would be wrong to split the income growth of the 
poor from the impact of aggregate growth of the economy and from the distributive 
???????????????????????????????????????? ???????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
income of the poor that should be attributed to social policy and, after that, identify 
????????????????????????????????????????????????????????????? ?????????????????????????
??????????????????????????????????????????????????????????????????????????????? ????








73% to 83% of poverty reduction should be linked to economic growth. Subsequently, 
?????????? ??????????????????????????????????????????????????????????????????????????
??????????? ????????????? ???????????????????? ????????????????????????????????????




1987-1994 period from a somewhat more nuanced perspective, also conclude that 
the reduction of poverty in Chile has been highly correlated with economic growth. 
They stress that, when this growth declined among 1992-1994, the reduction of 
poverty also slowed and social policy improved the standard of living of the people 
that avoided worsening poverty. They argue that it would be through the generation 
of autonomous incomes in the labour market that the bulk of the reduction in poverty 
???????????????????????????????????????????????? ????????????? ????????????????????????
conclusions and based on the estimation of growth elasticity of poverty, estimated 
?????????????????????????????????????????????????? ?????????????????????????????








Even before analysing whether trade-openness and market-liberalisation really are the 
variables which produced the high rates of GDP growth shown by Chilean economy, 
based in afore mentioned studies and in a plenty of other research’s, it is clear that 
growth rates contributed in a very important way to poverty reduction. However, 
neoliberal forecasts about that GDP growth would produce an improvement of 
people s´ incomes, given by the increment on their autonomous incomes because of 
wage alignment with improved labour productivity, constitute an assessment that is 
not supported in empirical evidence.
The neoliberal economic theory sustains that as long as less productive workers are 
reassigned from sectors of low productivity to high productivity, wages should increase 
proportionally to the productivity improvement of that kind of labour, acting in a 
new and more productive framework. However, given that these processes are not 
??????????????????????????????? ??????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
????????? ??????????????????????????????????????????????????? ??? ???????? ??????????
should be protected throughout implementation of “targeted social policies”. Those 
?????????????????????? ????? ????????????????????????????????????????????? ?????????? ??????
the new dynamic introduced by trade openness and liberalised markets would reduce 
frictional problems to a minimum, allowing some degree of decompression of the 
???????????????????????????????????????????????????????????????????????????????????????
Contrary to what is asserted in that assessment, we will demonstrate in the course 
of this chapter that economic growth has not played the role that neoliberal proposal 
attributed to it in terms of the reduction of poverty. Additionally, we will demonstrate 
that the social policies have not played the decisive redistributive role forecasted by 
centre-left wing governments during the nineties.
As we have previously seen, income distribution is related to the interface between 
GDP growth and the evolution of autonomous incomes, determined in turn by the 
dynamics of the labour markets. Accordingly, the low decrease in inequality observed 
in Chile over the analysed period, is a situation that, in our opinion, could be attributed 
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to a combination of some minor gains in terms of employment, and a diminution 
of autonomous income s´ share for the bottom quintile of the income distribution.203
Analysing the ?????????????? ???????????????????????????????????????????????? ????
???????????????????????????????????????????????????????????????????????????????????????????
is the increase in the unemployment rate. Accordingly, it would be reasonable to 
assume that an important amount on the changes of incomes of the poorest, observed 








in 2009. In fact, as we will analyse in this chapter, despite the wide battery of social 
programs that were applied, the regressive trends in the autonomous income distribution 
ensured that poverty reduction lost its dynamism, moving slowly initially and later 
in a contrary sense of GDP growth.
For the purpose of analysing more carefully this phenomenon, we have proceeded 
to estimate at least two indicators of the relationship between poverty and economic 
growth:
• The Growth Elasticity of Poverty
• The Growth Semi-Elasticity of Poverty
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????????????????????????????????????????????????????????????????????????????????????







could behave -under certain conditions- in the same way as a lognormal distribution. 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????? ??????????????????????????????????
????????????? ?????????????????? ????????????????????????????????????????????????? ????
??????????????????????????????????????????????????????????????????????????????????
both variables associated with that trend.










growth, estimating it as the percentage change in terms of percentage point changes 
in poverty reduction.
204? ???? ?????? ??????? ??????????? ??? ???????? ????????????? ????????? ????????? ????? ??? ??????????? ???
inequality, initial level of inequality, initial level of development, growth rate, and data issues. For this 
reason, that indicator should be interpreted carefully. For instance, if we compare two economies, ceteris 
paribus the same level of poverty, the economy with a high growth rate and lower growth elasticity will 
?????????????????????????????????????????????????????????? ????????????????????
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absolute reduction in poverty can constitute a large percentage change in poverty.205
In order to avoid misleading interpretations associated with that kind of limitation of 
elasticity measurements, we decided to compare the measurement of both parameters 
??????????????????????????????????????????????????????????????????????????????????????????
growth evolution on poverty in the Chilean case from 1990 to 2009. Given that, in this 
study, the arch-elasticities of each one of those periods were estimated from discrete 
????????????????????????????????????????????????????????????????????????????????????
the Growth semi elasticity of poverty.
?????????????????????????????????????????????????????????????????????????????????????




analysed here had been negative and stable, despite the slight retreat of the distribution 
of monetary income occurring between 1992 and 1994 due largely to changes in 
the labour market. These were caused by cyclical variations in economic activity 




205? ??????????????????????????????????????????? ???????????????????????????????????????????????? ????
5% of poverty incidence. If GDP per capita increases by 10% yearly in both countries, as a consequence 
???????????????????????????? ?? ?????????????????????????????????????????????????????????????? ??????????
reduced 25 percentage points and in the second one only 2.5 percentage points, but in both countries 
growth elasticity of poverty would be equal to - 5. Then, the assessment that a rate of one per cent of 
?????????????????????????????????????????????????????????????????????????????????????????????????
poverty problems if we assume that in both cases the situation was the same.
??? The elasticity of observable positive sign from the crisis sub-prime pollutes the general trend for the 
????????????????????????????????????????????????????????????????????????????????????????????????????????
would be negative and growing, with average values close to two in absolute values.
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elasticity of poverty. All growth elasticity’s have the same evolutionary path. However, 
????????????????????????????????????????? ??????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
economic growth has been positively related to poverty reduction. In our estimates of 
the growth elasticity of headcount poverty over the period 1990-2009, Chile presents 
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????? ????????????????????????????? ???? ???????????????????
??????????????????????????????????????????????????????????????????? ??? ????????? ???
not a faster reduction of poverty in a period in which GDP per capita increased in 
??????????????????????????????????????????????????????????????
If we analyse the average tendencies closely it is possible to observe which varieties 
of poverty display a unique tendency throughout almost the entire period, but with a 
??????????????????????????????????????????????????? ????????????????????????????????
Asian crisis, headcount and gap elasticity’s increase their absolute values, yet there is a 
reduction in the GDP growth rates. However, that does not mean the reinforcement 
????????????????????????????????????????????????????????????????????????????????????
high estimates of headcount poverty elasticity must be interpreted with reference to 
the fact that we are not evaluating how much poverty has been reduced in a period 
of fast economic grow. Instead, we are evaluating headcount poverty reduction from 
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???????????????????????????? ??????? ???????????????????????????????????????? ????????
the absolute values of those three poverty-elasticity’s, even with a negative sign, 
??????????????????????????????????????????????????????????????????????????????????????????
???? ?????????????????????????????????????????????????????????????????????????
depth of poverty respectively. Growth elasticity of the depth of poverty presents the 
worse behaviour. It fell to a very low level in comparison to the previous two poverty 
??????????? ???????????????????????????????????????????????????????????? ???????????????
carried out using monetary incomes, is clear that social policies played some role in 
the achievement of those results.
The Chilean authorities post dictatorship evaluated the general path followed by 
the economy during the nineties as being a pro-poor one. In order to then avoid a 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
income segments in which social spending was focused. Since 2000 onwards, Chile 
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
elasticity to its normal values along the 2% annual.
From that year onwards, those three elasticity’s show signs of change and we can 
observe a very similar increase in the variation rates of the three types of poverty 






show that between 1990 and 2009, the average growth elasticity was far below the 
levels required to contribute seriously to the sustainable reduction of poverty. In any 
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????????????????????????????????????? ????????????????????????????????????????????????
during the analysed period by means of a decrease in the three-growth elasticity of 
poverty varieties, a tendency highly conditioned by the presence of elevated levels of 
????????????????? ??????????????????????????????????????????????????????????
??????????????????? ???? ?????????????????????????????????????????????????????????
were installed, causing growth elasticity to be positive during the last triennium. 
The presence of this growth elasticity behaviour shows how precarious the process 





of Chilean economy on poverty reduction. If, in the long run, development policies 
intend to reduce poverty without intervention of other variables distinct to GDP 
Growth, the only way is to ensure stable and high growth rates similar to those of 
Chile during its golden age.208
Nevertheless, those rates have not been sustainable and the weakness of economic 
???????????????????????????????????????????????????????????????????????????????
on the three analysed types of poverty. In order to analyse the evolution of the real 
impact of growth, we have estimated a second indicator, the growth semi-elasticity 
of poverty.
The interpretation of the semi-elasticity is in some aspects much clearer than that of 
elasticity, which refers to changes in a growth rate of poverty in relation to the GDP 
growth rates. Semi-elasticity, on the other hand, measures variations in the absolute 
208? ?????????????????????????????????????????????????????????? ??????????????????????????????????













? ? ? ????? ???????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
Figure 6.6. Evolution of Semi-Elasticity Growth
???????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????
From here, it is clear that using semi-elasticity as an indicator of poverty in relation to 
economic grow, we can conclude that a 1% annual increment in GDP PC will produce 
??????????????????????????????????????????????????????????????? ?????????????????????




measured as percentage of the total population is clearly of more interest than the same amount measured 
as a percentage of the poor”.
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observe the real dimensions of poverty dependence, from the rates of output growth.
Those semi-elasticity’s, in the presence of a reduction in the rate of economic growth 
or even when poverty increases parallel to economic growth, strongly depict in absolute 
terms the way in which the process of poverty reduction really behaves.
The growth semi-elasticity of poverty presents, like growth elasticity, two break points 
???????????????????????????????????????????????????????????????????????????????
period analysed. However, the degree of the level of poverty, before the aforementioned 
??????????????????????????????????????????????????????????????????????????????????
measurements.
Throughout 1990-2009, the average semi-elasticity of the Headcount Poverty was only 
????????????????????????????????????????????????? ????????????????????????????????????
the average semi-elasticity would be only -0.5 percentage points.







decreasing, and semi-elasticity increasing about one percentage point. That is the 
clearest indicator that the initial value of elasticity raises dramatically. However, Poverty 
???????? ??????? ????????????????????????????????? ??????? ?????????????????????? ????
????????????????????????????????????????????????????????????????????? ??????????????
moderate way during the Asian crisis and rises in a similar way during the subprime 
crisis. In general, variations are smaller than half a percentage point. The weakened 
?????????????????? ??????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
are independent of the process of economic growth.
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If we analyse data reported between 1990 and 2009 using the growth elasticity estimate, 
we can see that GDP per capita increments were not converted to a reduction in 
poverty. If instead we use estimates of semi-elasticity, we can observe in clearer way 
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????? ?? ???????????????????
that independently of the kind of poverty which is being analysed, semi-elasticity let 
us visualise the real impact of growth on poverty within the Chilean economy in a 
clearer and more accurate way than the growth elasticity estimations.






patterns adopted by persons or households whose incomes are rising. In sum, they 
consider that a pro-poor growth is one that is limited to allow an increasingly large 
????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
growth is “pro-poor” only if income growth is accompanied by a change in income 
distribution that, by itself, may reduce poverty. From this perspective, a process of 
?????????????????????????????????????????????????????????????????????????????????
redistribution process in which the increase of the income of the poor is transferred 
from the income of the richest. Thus, the absolute increase in the average income of 
the poor would not be “pro-poor” if unaccompanied by a reduction in inequality.
?????? ?????????? ????????????????????????????? ?????????????????????????????????????
in the number of poor, obviously, we would be in presence of a “pro-poor” growth, 
??????? ?????? ?????????????????????? ?????????????????????????????????????????????
economic growth, because reduction of poverty has been only a relative decreasing and 
????????????????????????????????????????????????????????????????????? ?????????????
autonomous revenues, the income distribution has worsened. Only monetary transfers 
and other public goods provided by the State have achieved marginal improvements of 
income distribution. In short, we can conclusively say that in Chile, in any year and 
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economic growth is very high, but we can even observe a raise of poverty when rates 






goal of eliminating poverty.210 That means that the neoliberal promise that achieving 
GDP growth rates will allow the easy elimination of poverty clearly lacks a solid 
foundation. Thus, we can conclude that in the Chilean case, mere growth, although 
it has contributed to the reduction of poverty, has done so with decreasing force. It 






growth variations. Obviously economic growth is very important for poverty reduction, 
???? ???????????????????????????????? ????????????????????????????? ????????????????





???????????????????????????????????????????????????????????????211 then is not clear 
210? ???????????????????????????????????????????????????????????????????????????? ???????????????????
????????????????????????????????????????????????????????????????????????????????????? ?????????????????????
such a way that there will always be a certain level of relative poverty in relation to the average income 
of the economy.









we already have done of the impact of income distribution on Chile s´ poverty evolution.
6.9. Public Policy and Income Distribution
During the beginning of the nineties, the new elite in power had to face a tough 
????????????????????????????????????????????????????????????????????????????????
but, they did not control the armed forces or the powerful business groups that had 




condition of their political livelihood: the unity of a coalition of seventeen political 
?????????????????????????????????????????????? ??????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
changes that improved income distribution, but at the same time, they did not want 
a deceleration of the high rates of growth that had apparently consolidated in the 
??????????????????????????????????????????????????????????????
In other words, the challenge was not meaningful. After a short period, the new elite 
appreciated that their initial ambitions for transforming the overall institution associated 
????????? ??????? ????? ????????????????????????? ????????????? ???????????????????
they lacked enough political power to lead a programme of real economic and social 
transformation, and additionally, their main economist had already abandoned the 
idea of implementing that kind of changes. Nonetheless, this does not mean that they 




income distribution, which means that a large part of the Chilean population is vulnerable to poverty. 
In other words, in spite of the sustained growth and reduction in poverty, Chile remains a country with 
a highly vulnerable population.
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???????????????????????????????????????????????????????????????????????????????????
through which the transformations of the model would try to be achieved, was 
introduced a new battery of policies and tools indiscernible of neoliberal instruments. 
However, as the means were not neutral in relation to the ends that they pursued, this 
change soon resulted in a weakening of the “willingness of change” predominant in 
????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????
emblematic as the development of an industrial policy that let them introduce changes 
in primary sources of incomes, was promptly replaced by interventions from outside 
the productive fabric. In sum, their old program was slowly abandoned and replaced 








This meant that the policies of successive post-dictatorship governments began to be 
permeated by some key elements of the neoliberal vision. As some authors analyse 
??????????????????????????????????????????????????????????? ?????????????????????????????
eighties´ emphasis on the reduction of inequality, that had been part of the discourse 
???????????????????????????????????????????????????????????????????
In the late-1990s a new diagnosis was established, and post-dictatorship governments 
?????????????????????????????????????????????????????????????? ???????????????????????
212 Despite this dynamic, we should note a highly relevant fact: the bulk of the Christian Democratic 
????????????????????????????????? ??????????? ????????????????????????? ???????????????????????????
??????????? ???? ???????? ??????? ??? ???????? ??? ???? ????? ???? ?? ???????? ??? ????? ???????? ?????????
????????????????????????????????????????????????????????????????????????????????????????????????????









emphasis on the possibilities of redeployment of public policies from microeconomics 
and about fostering productive development, as had been postulated from the early-
??????????????????????????????????
The new post-dictatorship governments soon started to believe that the more sensible 
option was not to implement a new industrial policy followed by strong antitrust 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
improvements and enhanced market competition must be the basis on which the 
????????????????????????????????????????????????????????????????????????????????
??? ??????????? ???????????????????????? ??????????????????????????????????????????
In a very short period, it became clear to the new leadership, that policies of redistribution 
aims were institutionally limited by several causes: the segregated and low quality 
?????????????????????????????????????????????????????????????? ??????????????????????
unfair rules of relationship between larger and small companies, and by the reduced 
size and power of the State, followed by a wide number of discriminatory public 
???????????????????????????????????????????????????????214
Surpassing those obstacles required a radical program of substitution of economic 
????????????????????????????????????????????????????????????????????????????????????????
did not subscribe to that strategy. For this reason, during the second post-dictatorship 
????????????????????????????????? ???????????????????? ??????????????????????? ??????
limit public actions to interventions that act only over the secondary sources of income. 
???????????????????????????????????????????? ??????????????????????????????????????
????????????????????????????????????215 and secondly by improving the provision 
214 In general, the point of view of economists close to post-dictatorship governments aspired that social 





215 In general, these CTP provide money to poor families in two ways: Conditional programmes transfer 
money under the condition that those transfers be used as an investment in their children’s human capital, 
such as regular school attendance and basic preventive health care. The purpose of these programmes is to 
address the inter-generational transmission of poverty and to foster social inclusion by targeting the poor, 
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???????????????????????????????????????? ?????????????????????? ???????? ??????????
both policies were focused on the low incomes deciles.
The strategy of the Government’s new elite was to reinforce their own position as 
????????????????????????????????????????????????????????????? ????? ???????????????????
?????????????????????????????????????????????????????????????????????????????????
neoliberal economic and intellectual elite had a vice-like grip on the new institutions 
that the new elite had already accepted as a valid rule of the game. On that basis, large 
business groups already administered about 80% of the GDP, ideological and cultural 
equipment of the country and the media.
???????????????????????????????????????????????????????? ??????????????????????????????
old neoliberal elite were fragile and its greatest asset began to be one strictly electoral 
????????????????????????????????????? ????????????????????????????????????????????????
maintenance of the neoliberal model starts to early on incubate a certain frustration 
in the population, positioning in a dangerous place their strategy. Then, the new 
post-dictatorship governments began to develop new social public policies, but these 
???????????????????????????????????? ?????????????????????????????????
The amount spent was considerably higher than during the period of dictatorship, but 
the orientation was the same. The programmes of subsidies, now alleged to be of a 
?????????????????????????????????????????????????????????????????????????????????????
incentives to them through monetary transfers that were not part of a programme of 
guaranteed social rights. On the contrary, they were framed in a neoliberal perspective 
????????????????????????????????????????????????????????????????????????????????????
In other words, after the end of dictatorship period, social policies did not undergo 
major qualitative amendments. The permanence of the neoliberal paradigm of the 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
dilemmas that the new political sector in power faced.
focusing on children, delivering transfers to women, and changing social accountability relationships 
????????????????????????????????????????????????????????? ?????????????????????????????????????????????
based approach to development. From this perspective, cash transfers are a means to ensure human rights 
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???????????????????????????????????????? ????????????????????????????????????????
of the state, it appeared sensible for them to replace industrial policies in order to keep 
these kinds of programmes running given some utility criteria based on two main 
??????????????????????????????????????????????????????????????????????????????????
governments placed on social policy as a mechanism selected to achieve greater 
?????????????????????????????? ????????????????????????????????????????????????????????
institutional framework that the new authorities did not intend to modify.??? The 
second one was based on the presence of an environment of economic growth, which 
???? ?????????????????????????????????????? ???????????????????????????????????217
The available data shows that since 1990 social spending grew rapidly and increased its 
importance as a compensation factor for the growing inequality that had characterised 
the Chilean society until the present. Indeed, during the period 1990-2009, the Public 
????????????????????? ???????????????? ???????????????????????????? ???????????????
spending rose in a very important way it did not do so in a sustained manner, because 
?????? ??????????????????????????????????? ??????????????????????????????????????????
????????????? ?????????????????????????????????????????????????????????????????????
declared orientation, or by their monetary magnitude, but by their results. Therefore, 
???????????????????????????????????????????????????????????????????????????????????????
showing a low level of success in redistributive policies, these policies cannot be 
positively evaluated.
The weakness of redistribution strategies operating through public spending is the 
reason why many critics of the Chilean development model frequently indicate that the 
outcomes of the economic process of openness and globalisation present a serious social 
???????????????????????????????????????????????????????? ??????????????????????????????
relation to a series of issues in the areas of income inequality, high levels of pollution, 
???????????????????????????????????????????????????????????????????????
??? A basic rule of the game that to date has not been questioned by post-dictatorship governments is the 
????????????????? ??????????????????????????????????????????????????????????????????????????????? ?????????????
this does not include any economic activity able to be developed by the private sector. It is not possible to 
??????????????????????? ???????????????????? ????????????????????? ???????????????????????????????????????
217 That second consideration was an economic condition highly validated by new authorities that, 
???????????????????????????????????????????????????????????? ??????????????????????????????????????????
political and economic stability and grassroots political support.
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These problems cannot be fully addressed from the social policy perspective alone. 
On the contrary, they require setting up more inclusive institutions, whose absence 
?????????????????????????????????????????????????????????????????????????????????????
?????????????? ??????????????????????????????????????????????????????????????????????




and which determine relations between capital and labour, between sizes of companies 
????????????????????????????????????????????????????????????????????????????????????????
relevant to our analysis.
???????????????????????????????????????????????????????????????????????????????????????
of incomes for disadvantaged groups, this increase has not been enough to reduce the 
income inequality produced within the labour market. In fact, throughout the period 
1990 to 2009, labour incomes represented more than 90% of autonomous income218 and 
???????????????????????????????????????? ??????????????????????????????????????? ?????
have increased. If enterprises, particularly large companies that generate the bulk of 
???? ???????????????????????????????????????????????????????????????????????????
that improve the labour remunerations, it is very unlikely that this gap- consisting of 
a certain kind of “Ricardian rents of capital”- can be compensated by a program of 
?????????????????????????????
That is the reason why the considerable growth of the Chilean economy has not 
translated into a similar impact on the reduction of poverty or much less a decline in 
???????????????????????? ?? ???????????????????????????????????????????????????????????
the reduction of inequality, have not operated in Chile as simultaneous phenomena. In 
???? ????????????????????????????????????????????????????? ????????????????????????????????
in such a way that the distribution of autonomous incomes is strongly concentrated 
in the top quintile of incomes.
218? ????????????????????????????????????????????????????????? ?????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????
The autonomous income also includes others’ incomes consisting of bonuses, rents, interest, as well 
as retirement, pensions, and transfers between private and monetary allowances received by public 
employees.
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Figure 6.7. Distribution of Autonomous Income Per Capita of Households by Quintiles of Income
Source: Author s´ elaboration based on information provided by the CASEN surveys 1990-
???????????? ??????????? ??????????? ????????????????????????? ??????? ??????????????????
??????????????????? ????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
of the richest 20% of the Chilean population decreased slightly, from 57.4% to 54,5% 
of autonomous incomes. ?????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????




4.1% to 4.0%. That is a lower proportion than twenty years ago, and a situation indeed 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????219
219 The CASEN surveys analysed in this research only partially describe this situation. People tend to 
under-declare their income in the household’s surveys, especially those of the highest revenue decile, in 
such a way that even a disaggregation of the results of these surveys in quintiles would not be enough to 
show the real dimensions of the concentration in a small group of people and families. If one compares 
the two quintiles of higher incomes with the two lower-income quintiles, it can be observed that whilst 
the participation of the top quintiles declined from 75.5% in 1990 to 74.2% in 2009, the poorest quintiles 
rose from 12.2% in 1990 to 12.7% in the same period. The richest quintile of the population earned an 
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This trend was maintained without any major changes from 1990 onwards because, 
throughout the twenty years of liberalisation analysed in this research, rarely did the 
????????????????????????????????????????????????????????????????????????????????????????
????????????? ?????????????? ???????????? ??????????????????????????????????????????
2009, and only due to the increase of monetary income of families through programmes 
??????????????????????????????????? ??????????????????????????????????????
Figure 6.8.? ??????????????? ????????????????????? ??????????????????????????????
Source: Author s´ elaboration based on information provided by the CASEN surveys 1990-




earned 14 times more than the poorest decile and in 2009 that situation remained almost unchanged. 
Controlling the income sub-statements, the inequality would be even bigger.
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Figure 6.9.???????? ??????????????? ????????? ??????????????????? ????????
Source: Author s´ elaboration based on information provided by the CASEN surveys 1990-
???????????? ??????????? ??????????? ????????????????????????? ??????? ??????????????????
??????????????????? ????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 356
???
Figure 6.10. Lorenz Curves Income Distribution: 1990-2009.
Source: Author s´ elaboration based on information provided by the CASEN surveys 1990-2009.
However, as it is also showed in Lorenz curves of autonomous and monetary incomes 
????????????????????????????? ??????????????????????? ??????????????????????????????????





distribution based on trickle down plus public policies, mainly based on CTP.
Social policy is one redistributive instrument whose aim is to improve people’s standards 
??????????? ????????????????????????????????? ???????????? ?????????????????????????????
with limited resources in the Chilean case, adding to household incomes and subsidies 
for health, education and housing, as well as money transfers, amongst other things. 
It was through these measures that redistributive policies based on direct subsidies to 






capita growth, but since 2007, it has grown beyond GDP per capita. In less than a 
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decade, within Chilean public policy issues of income distribution ceased to rise in a 
way that was linked to programmes which foster the ability of enterprise to generate 
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Unlike autonomous income, monetary income includes transfers and subsidies from 
??????????????? ???????? ???? ??????????????????????????????? ???????????????? ??
observe a small improvement in estimates based on autonomous income.220
?????????????????????????????????????????????????????????????????????????????????????????
by monetary subsidies provided by the Chilean governments, but this impact is not 
??????????????????????????????????221???????????????????????????????????????????????
220? ?????????????????????????????????????????????????????????????????????????????????????????????
the income distribution amongst individuals or households within an economy deviates from an equal 
distribution. From the Lorenz curve, which shows the cumulative percentages of total income received 
????????????????????????????????????????????????????????????????????????????????????????????????? ????
??????????????? ????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????? ???????????????????????????????? ????????????????? ?????????????????
it is more sensitive to changes in income that occur in the middle of the distribution, but it is not the 
?????????????????????????????????????????????????????????????????????????????????????????????????????
considered more useful in dealing with the gap at the top and bottom segments of the income scale.
221 The major subsidies that were part of the monetary transfers implemented by the Chilean state are 
??????????????????????????????????????????? ????????????????????????????????????????????????????????????
of family allowance, for people with limited resources who are unable access any other subsidies available 
???????????????????????????????????? ??????????????????????????????????????????? ??????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????? ??????????????????? ??????????????????????????????????? ??????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????










???????????????????????????? ??????????????????? ??????????????????????????? ?????????????????????????
?????????????????????????????????????????????????? ???????????????????? ????????????????????????????














The bulk of policies implemented in Chile throughout the openness process, contradict 
??????????????????????????????????????????????????????????????????????????????????????????
???????????????????? ?????????????? ?????????????? ????????????????????????????????
??????????????????????????????????????????????????? ?????????????????????????????????????
the two decades analysed in this study as contrast, seem to only be wishful thinking. 
Chile, despite being an open and globalised economy, did not seem to show a tendency 
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????? ??????????????????????????
and household’s incomes are produced.
????????????????????????????????????????????????????????????????????????????????
clearly observe that the distributive situation of the very poorest, in relative terms, has 
slightly worsened, in spite of the enormous progress that the Chilean economy made 
during 1990-2009 in terms of growth, globalisation and poverty reduction. This means 
?????????????????????????????????????????????????????????????????????????????????????????????
Chilean growth and globalisation process have not been redistributed in a fair way.
6.10. The Roots of Income Concentration
In Chile, income concentration is not a recent phenomenon. The actual levels originated 
from the dictatorship, but the concentration’s roots are far older. The presence of a 
regressive distribution of income has been present for over two hundred years of 
Chilean history and it would not be fair to attribute its origins only to the dictatorial 
regime that governed Chile between 1973 and 1989. However, during the dictatorship 
?????????????????????????????????????????????????????????????????????????????????????
regressive income distribution than the distribution installed before it and that had 
been improved during the short time that the government of Salvador Allende had 
?????????????????
Unemployment: is aid of an economic nature, which is awarded to workers who have lost their jobs and 
??????? ?????????????????????????????????????????????? ???????????????????????????????????????????????
One-time subsidies: another way that has been designed to increase incomes, especially for those lacking 
in resources, is through the granting of bonuses that are granted once and at certain times of the year.
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was far away from ideal.222
????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
???????????? ????????????????????????????????????? ????????????????????? ??????????
that during the period of this conservative government, who began its administration 
???????????? ??????????????????????????????????????????? ??????????????????????? ???????




we can see that during the period of this conservative government, who began its 




??????????????????? ????????????????????223 The Christian Democrat administration was 
????????????????????????????????????????????????? ?????????????????????????????????????
?????????????????????????????????????????????????????? ?????????????????????????????????




and income redistribution which were aggressively applied at the time.
222 During the period 1957-1990, there were lesser degrees of inequality than those latterly registered in 
??????????????????????????????????????????? ??????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????? ?????????????????????? ????????????????????????????????????? ??????????????????????
??????
223 Such increase to the levels of inequality draw attention because a series of changes of redistributive 
nature were introduced at that time, such as the massive unionisation of the urban and rural labour force, 
agrarian reform and the increase in social spending.
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fuelled the deep fracture in Chilean society already described, and culminated in the 
bloody coup d’état and a right-wing military dictatorship which ruled Chile between 
??????????????????? ??????????
As previously described, the military dictatorship implemented strong trade openness 






were implemented. Nevertheless, in general, the distributive situation did not originate 
in the, but mostly originated in the periods prior.
Figure 6.12. Evolution of Income Distribution: Chile 1957-1989. 
Source: Authorial elaboration based on data base from Surveys by the Department of 
Economics, the University of Chile.
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However, stagnation of inherited income distribution is a result of post-dictatorship 
?????????????????????????????????????????????????????????????????????????????????
???????? ??? ??????? ????????????????????????????????????????????????? ??????????
???????????????????????????????????????????????????????????????????????????????????
to impulse the achievement of social equity, alongside the deployment of a process of 
economic growth. An important part of the government’s programme of post-1990 
administrations was to recover Chile’s condition prior to 1973 when, along with 
Uruguay and Argentina, it had been one of the countries with the lowest levels of 




and its outcomes have not been noteworthy in this respect.225
??????????????????????????? ???? ??????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
1980s, and steadily from the beginning of the 1990s, Chile has registered growth 
???????????????????????????????????????????????????????????????????????





















Processed on: 20-2-2019 PDF page: 363
???
Figure 6.13. Evolution of Income Distribution: Chile 1990-2009.
????????????????? ??????????????????????????? ????? ????????????????????????????????????
University of Chile.
?????????????? ??????????????? ???????????????????????????????????????????????????
????? ??????????????????? ?????????????????????????? ?????????????????? ??????? ???
????? ????????????????????????????????????????????????????????????????????????????????
this has not only been due to the fact that no attempt has been made to alter the primary 
distribution of income. Additionally, the State intervention and its tendency to modify 
only the secondary income, through a battery of monetary subsidies, has not been 
???????????????????????????????????????????????????????????????????? ???????????????
6.11. The Measurement of Inequality
Among the multiple indicators proposed in the literature focused on inequality issues 
?????????? ? ?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????? ???????????????????????????????????????? ??? ??
?????????????????????????????????????????????????????????????????????????????
???????????? ?????????????????????????????????????????????????????????????????????
data, and then monetary incomes data.
???? ??????????????????????????????????????????????????????????????????????????? ???????????????????????????
529275-L-sub01-bw-Roman




YEAR 1990 1992 1994 ???? 1998 2000 2003 ???? 2009
?????? ?????  30,5  28,1  30,9  33,0  34,7  34,2  34,4  31,3 ?????
?????? ????????  3,5  3,3  3,4  3,5  3,5  3,5  3,4  3,0  3,4
?????? ???????????  14,0  13,2  14,0  14,8 ?????  14,5  14,5  13,1  15,7
Gini Autonomous 
????????????? ???? ???? ???? ???? ???? ???? ????  0,5 ????
????????????????
?????? ?????  27,1  25,2  27,7  28,7  28,4  29,5  27,3  23,9  25,9
?????? ????????  3,3  3,2  3,3  3,4  3,3  3,3  3,2  2,8  2,9
?????? ???????????  13,0  12,3  13,1 ?????  13,9  13,3  12,8  11,5  11,9
????? ????????
????????????? ???? ???? ???? ???? ???? ???? ????  0,5  0,5
??????????? ????????
Transferences  0,2  0,7  1,3  0,3  0,4  0,3  0,4  0,5  0,4
???????????????? -0,3  0,1  0,7 -0,2 -0,1 -0,2 -0,1 -0,1 -0,1
Raymonds Smolensky 
?????  0,009  0,001  0,020  0,013  0,008  0,002  0,010  0,008  0,023
Source: Author s´ elaboration using CASEN surveys information227.
1. The D10/D1, ratio will be the income share of the richest 10% of the population 
divided by the income share of 10% of poorest population. This ratio compares 
???????????????????????????????????????????????????????????????????????????????
equality between these parts corresponds to 1:1, while the more unequal the 
??????? ???????????? ???? ?????????????????? ???????? ??????????? ????? ???????????
????????????????? ??????????????????????? ?????????? ????????????????? ????????
of the population with the lowest incomes or to the highest 10% earners and 




upper deciles and the two lower, an indicator of widespread of inequality that 
distribution by socio-economic stratum.
227? ???????????????????????????????????????????????????????????????????????????????????????????????
During the same period, the higher decile falls from 42.2% of total income to only 40.2%.
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monetary incomes, we obtain interesting results.
??????????????? ???????????????????????????????????????????????????????? ??????????
that the people from the higher income decile, in 1990 possessed an income level more 
??????????????????????????????????????????????????? ????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
income of the lowest decile, conveying in both cases a sharp picture of concentration.
??????????????????????????????????????????????????????????????????????????????
1990, incomes of the richest 10% of the population were 3.5 times the aggregate 
income of the four poorest deciles. In 2009, this declined a small amount, representing 
???????????????????????????????????????????????????????????????????????????????????????
monetary incomes, the richest 10% of the population were 3.3 times the aggregate 
?????????????????????????????????????? ??????????????????????????????????
??????????? ??????????????????????????????????????????????????????????????? ??????




on the kind of income used to calculate it but remain very similar.
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????? ??????????????????????????????????
income distribution produced by the regressive arrangements in production area 
?????????????? ??????????????????????? ????????????????????????????????????????????????
markets and from there, bad income distribution.228
228? ????????????????????????????????????? ??????????????????????????????????????
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Figure 6.14?? ??????????? ?????????????????????? ??????????????????????? ???????????????
Source: Author s´ elaboration using CASEN surveys information.
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twenty years of openness and liberalization, followed by greater levels of GDP and 
productivity claimed by neoliberal as related to better income distribution and higher 
remunerations, the inequality between the richest and the poorest has remained stable. 
???????????????????????????????????????????????????????????????????????????????????????
income, whilst the remaining nine deciles, as a whole, captured the remaining 43%.230 
??????????????????????????????????????????????????????????????????????????????????
and the remaining deciles 44%.
?????????????????????????????????????????????????????????????????????????????
concentration of income remains without major variations, whatever that government’s 
actions. The monetary subsidies decrease the inequality gap, but do not modify it 
??????????????????????????????????????????????????????????????????????231 However, 
????????????????????????????????????????????????????????????????????????????????????
of monetary transferences and redistributive capacity of these policy instruments.
???????????????????????????????????????????????????????????? ????????????????????????
???????????????????????????????? ??????????? ?????????????????? ??????????????????????
229? ??????????????????????????????????????????????????????????????????????????????????????????????????
National Accounts. Given the methodological problems associated with this option, the mean household 
???????????????????????????????????? ?????????????????????????????????????????????????????????????????
??????????????????? ?????????????????????????????????????????????????????????? ????? ????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????? ?????????? ???????????????? ????????????
not possible to re-estimate results from 1990 to 1998, but it is possible from 2000 - 2009. Unfortunately, 




During the same period, the higher decile falls from 42.2% of total income to only 40.2%.
231? ????????????? ?????????????????????????????????????????????????????????????????? ???????????????????
????????????????????????????????????????????? ??????????????????????????????????????????????????????????????
improvement in income, the centre of the national political discussion has become income distribution.
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absolute amount is irrelevant its character may be regressive.
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The Chilean public policies and, more in general, the whole discourse of the State, has 
been very careful avoiding to confront these issues, limiting itself to declare that their 
battery of monetary subsidies tends to improve the situation of the poorest population. 
As a consequence, regressive of that course of action, incomes distribution inherited 
from dictatorship has remained without mayor changes during the twenty analysed 
years. The meagre distribution of income in Chile, who is relatively impervious to 
subsidies oriented to improve it, is produced by high income s´ concentration in the tenth 
???????? ???????????????????????????????????????????????????? ??????? ??????????????
??????????????????????????? ???????????????????? ??????????????????????????????????????




1990 1992 1994 ???? 1998 2000 2003 ???? 2009
Autonomous Income
A-I: Devest 10 Deciles 12,01 11,84 11,91 11,94 11,87 12,08 11,82 10,94 11,45
A-I: Devest 9 Deciles 4,18 4,31 4,37 ???? 4,41 4,34 ???? 4,47 3,29
A-I: Devest 8 Deciles ???? ???? 2,75 2,93 2,93 ???? 2,77 2,87 2,93
???????????????
????? ????????? ?????? 11,89 11,72 11,25 11,78 11,71 11,92 ????? 10,72 11,03
????? ???????? ?????? 4,11 4,38 4,32 4,54 4,32 4,24 4,44 4,29 3,07
????? ???????? ?????? ???? ???? 2,77 2,84 2,85 2,59 ???? 2,77 ????
Source: Author s´ elaboration using CASEN surveys information.
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In that table, we can see the standard deviation of incomes, a measure of dispersion of 
????????????????????????????????????????????????? ??????????????????????????????????????
average income of the economy. Subsequently, the table displays how, if we eliminate 
decile 10, the standard deviation of income falls drastically, and if we eliminate deciles 
10 and 9, income distribution falls further. This means that, in the absence of the 
?????????????????????????????????????????????????????????????????????????????????????
the average income looks very similar to that of the OECD developed countries.
This situation shows that a key fact of the income distribution in Chile is the hither 
???????????????????????????????????????????????????????????????????????????????????????
the distribution of income.232
The outcome of applying State s´ intervention programs that do not modify autonomous 
income distribution has been that, after twenty years after the end of the dictatorship, 
?????????????????????????????? ???????????????????????????????????????? ??????????????
was only one point less than the average Gini of the whole dictatorship period 1974-
????????????? ???????????????????????????????????????????????????????????? ???? ?????????
of Greater Santiago233?? ????????????????? ??????????? ??????????????????????????
complementary show the infectivity of monetary transference system by means the 







1990-2000, that if the highest income decile is removed, then the distribution of income in Chile would 
????????????????????????????????????????????????????
233 Through its employment survey, the University of Chile provides the only homogeneous source of 
information on the distribution of income in the long term. This is annual data on revenue for a rotating 
sample of households in Greater Santiago, whose consistency is provided by the use of a questionnaire 
and measurement methodology that has remained essentially unchanged since 1958.
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growth. However, these worries are mostly ideological. Neoliberals do not evaluate 
????????????????????????????????????????????????????????????????????????????????????
which public policies be oriented to improve income s´ distribution. In their view, a 
better income distribution only must be inducted by a progressive improvement in 
???????????????????????????????????????????????????????????????????? ????????????????
of trade openness and liberalization.
In our opinion, there is no doubt that, in the long run, an improvement of the primary 
sources of income based on the relative productivity of the factors of production, would 
?????????????????????????????????????????????????????????????????????????????????
should be maintained which if it were optimal and that any changes to it should be 
considered sub-optimal. Also, should be acceptable the social policy be aimed to 




full mobility of factors and without frictions in the process of resources reallocation. 
As well, as we have analysed so far, that does not seem to be the case of Chile.
There many authors who do not agree with the neoliberal point of view about 
income re-distribution but emphasizing additional points applicable to the short-
??????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????? ????????????????????????????
improve the rate of economic growth, because incomes may be transferred from rich 
???????????????????????????????????????????????????????????????????????????????????
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??????????????????????????????????????????????????????????????????????????????
that approach, they asses that any relevant income distribution, rather than generate 
???????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
defy neoliberal point arguing that an economy that is based on low levels of inequality 
will show a clear downward trend in this area and will not reach a balanced growth. 
On the contrary, an economy that assumes as a core task reduction of the high levels 
of inequality, will reach a higher growth level.
?????????????????????????????? ????????????????????????????????????????????????????????
of view, because it is clear that Chilean GDP growth is not positively correlated with 
the presence of progressive income distribution. This is one of the crucial challenges 
of the economy in the area of equality, and the current likelihood of achieving this 
target, need to be, point by point, carefully analysed, such which we will try to do 
in the following subchapters.
6.13. Inequality and GDP Growth
Chile is often described as a country incorporated into global economics in a solid 
??????????????????????????????????????????????????????????????????????????????????




with higher rates of growth and poverty reduction. However, this process is less solid 
than it appears, especially considering the previously stated observation that Chilean 
???????????? ??????????????????????????????????????????????????????????????????????????
????????????????????????????????
??? ??????????????? ?????????????????????????????????????????????????????????????? ????
productive linkages and high levels of economic concentration conversely, the process 
of poverty reduction is weak and highly dependent on the permanent presence of high 
?????????????????????????????????????????????? ???????????????????????????????????????
with high and increasing social public spending. Thus, in Chile there is a growing 
???????????????????????????????????????????????????????????????????????????????????????
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process234 with a feeble economy and with poverty and inequality levels incompatible 
?????????????????????????????????????????????????????? ?????????????? ???????????
??? ??????????????????????????????? ?????? ???????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
active. Furthermore, the sector of the labour force that is unemployed grew much more, 
??????????????????????????????????????????????????????????????????????????????????
means that the Chilean economy has not been able to improve levels of employment in 
??????????????? ???? ???????????????????????????????????????????????????????????????
in labour market, as we will demonstrate later, productive arrangements within chains 
????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
in any case, reduction of unemployment and under-employment must be a basic 
condition for a sustainable reduction of inequality. Nevertheless, the average rate 
of urban unemployment in Chile during the period 1990-2009, was 7.9%, a level 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
high economic growth, clearly is not collaborating so much to improve equality and 
progressive income distribution.
234? ??? ????????????????????? ???????? ???????????? ????????????? ???? ????? ?????????????? ????????????
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Figure 6.16. Chile 1990-2009. Employment, Unemployment and GDP Growth
?????????????????????????????????????????????????????????????????????????
??????????????????????? ????? ???????????????????????????????????????????????????????
force only has grown by the same measure as the economically active population. 




reduction of inequality. This reality contradicts the widely-held belief of the same 
centre-left sector who declare that post-dictatorship Chilean governments would 
implement a new development model by committing to work very focused on easing 
?????????????????????????????????????????? ?????????????????????????????????????????
from the neoliberal one.
?????????????????????????????????????????????????????????????????????????????????????????





is the determinant of inequality and the other one a derivative.
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This dilemma is not new to the discussions about the Chilean economy. From the 
???????????????????????????????????????????????????????????????????????????????
radical openness of the internal market in Chile would produce the rationalisation 
?????????????????????????????????????????????????????????????????????????????????
argument was: If the early distribution of power remains unchanged and concentrated, 
independently of declared intentions of trade openness, the consequence would be 
?????????????????????????????????????????????????????????????????????????????????????






The position of post-dictatorship Governments in relation to the feasibility of openness 
and liberalisation inducing changes to those sources of inequality has been, without 
?????????????????????????????????????????????????????????????????????????????????????
???????????? ???????????????? ???????????????????????? ??????????? ?????????????
have argued that a strategy of openness and market liberalisation as followed by Chile 
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????? ????????????????????????????????????
reducing structural heterogeneity, determining the salaries according to labour 
productivity, redistributing the investment in human capital, providing the best way 






reform programs promoted by the new administrations, were beginning to look like 
a “never-ending history”. However, the optimistic view of post-dictatorship elite was 
????????????????????????????????????????????????????????????????????????????????????
impacting additional incomes distribution: “structural heterogeneity”. This issue 
???????????????????????????????????????????????????????????????????????????????????
segments of Chilean productive fabric is very acute and their impacts on labour market 
and income distribution have great dimensions.
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6.14. Structural Heterogeneity and Institutional Arrangements
????????????????????????????????????????????????? ????????????????????????????????????
sectors and sizes of companies. If large companies increase their market share due to 
increased productivity, in addition to their others competitive advantages, following the 





higher wages. However, as we have formerly analysed, there a lot of evidence about 
the fact that when Chilean large enterprises increase their market share, their wages 




enquire as to whether this increase has been translated into higher wages, or if the 
evolution of wages is in harmony with the evolution of productivity of each size of 
?????????????????????????????????????????????????????????????? ????????????????????
by company size, the available information about wage structures reported in national 
??????????????????????????????????????????????????????????????????? ???????????????
diverge. Nevertheless, although the highest levels of productivity are concentrated 
in large Chilean companies, their wages likewise are not correlated positively with 
??????????????????????????????????????????????????????????????????????????????????
companies despite their relatively low productivity.
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If we analyse the aggregate behaviour of wages in the Chilean economy it is clear that 
from 1994 onwards, the evolution of average real salaries moves below the increases 










???? ??????? ???????????????????? ???????????????????????????????????????????????
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???????????????????????????????????????????????????????????????????????????????????????????
evolve in a way that is highly dissociated from labour productivity, a trend that is not 
observed in small and medium enterprises.




in relation to the small and middle-sized companies ranges between US$12000 and 
??????????????????????????????????????????????????????????????????????????????????
large Chilean companies have achieved growing market power, starting to manage 
the wage levels of the entire economy.
The remunerations paid by them are very close to the average wages of companies of 
lower productivity. This situation clearly demonstrates the capacity of larger enterprises 
??????????????????????????????????????????????????? ??????? ??????????????????? ??????




????????????????????????? ??????????????????????????? ????????????????????????? ???????
model is clearly not contributing to equity, it is not at all clear whether it is contributing 
?????????????????????? ?????????????????????????????????????????????????????????????????
in large enterprises. Independently of the estimation s´ way of capital remuneration, 
conceptually speaking, it is not a residual.
Capital rents are determined by the level of the marginal productivity of capital, and, 
on the other side, the wage of workers is determined in a similar way by the marginal 
productivity of labour. Therefore, according to neoclassical economics, if a productive 
factor is not reattributed according to the marginal productivity, the inevitable 
??????? ??????????? ??????????????????????????????? ???????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
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??????????????????? ????????????????? ?????????????????????????? ???????????????? ????
situation, in turn, is strongly connected to general economic concentration prevalent 
in Chilean markets as a whole.
??????????????????????????? ???????????? ??????????????? ????? ?????????????? ??????
power and increasing their labour demand in order to homologate their remunerations 
??????????????????????????????????????????????????????????????????????????????????
enterprises from productivity enhancements induced by labour reallocation from 
??????????????????????????
The main mechanisms that allow that situation are related to institutional arrangements, 
??????????????????????????????????????????????????????????? ?????????????????????????????
formation of trade unions, or subtract from them any bargaining power and negotiation 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
of administratively split the companies to prevent the quorum necessary for the 
?????????????????????????????????????????????????????????????????????????????????
the precariousness of the labour protection of union s´ leaders, etc., are just a few of 
the many elements that make part of the institutions of governance that regimented 
the Chilean labour markets.
???????????????????????????????????????????????????????????????????????????????????????








companies. Naturally, that kind of arrangements is very helpful to LSE in its process 
of economic rents production and on the concentration of these in few hands. That 
???????????????????????????????????????????????? ?????????????????????? ?????????? ????
???????????????????????????????????????????????????????????????????????????????????
roof” that lets them maintain institutionally depressed wages.
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it is highly possible that the actual labour market operation, on the one hand it will 
decrease the productivity of the workers to whom wages are reduced. On the other 
hand, they will allow the presence of economic rents highly dissociated from those 
???????????????????????????????????????????????????????????????????????????????
productivity. Subsequently, if the operation of the labour market, induced by their 
mechanisms of governance, acts against productivity, it constitutes an issue that will 
limit the maintenance of the high rates of growth, which characterised the golden 
age of the Chilean economy.
????????????????????????????????????????????????????????????????????????????????????????
??????????????????? ???????????????????????????????????????? ???????????????? ????
?????????????????????????????? ????????????????????????????????????????????? ??????
from the production side and from the labour markets, maintained the neoliberal 
???????????
????????????????????????????????????????????????????????????????????????????????????????
the path adopted by the new Chilean authorities included, for political reasons, the 
decision of not to alter the big economic rules of the game and the institutional 
arrangements that kept labour remunerations institutionally depressed. After some 
??????????????????????????????????????????????????????????????????????????????? ????
inclusive labour institutions, the neoliberal rules of the game had become the “normal 
??????????????????????????????????? ????????????????????????????????????? ?????????




relationships widely used by large enterprises, based on their growing market power 
????????????????????????????????????????????????????????????????????????????????
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situation should have been translated into a decrease in poverty and an improvement 
in the distribution of income associated with the increase in the productivity of 
labour. Throughout this chapter, we have shown that none of these projections has 
become reality.
?????????????????????????????????????? ???????????????????????????????????????????????
reduction in headcount poverty and a slight and irregular reduction in inequality, 
the evidence reported here shows a worsened of these trends after the Asian crisis 
??????????? ?????????????????????????????????????????????????????????????????????
decrease, after Asian crisis an increasing number of Chilean households, already 
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
number of households below the poverty line increased against the grain of the pace 
of growth s´ rate of GDP.
On the other hand, the evidence reviewed here shows that economic growth has 
played an important role in poverty reduction. Nevertheless, there is no evidence of a 
??????????????????????????????????????????????????????? ??????????????????????????????????
????????????????????????????????????????????????????????????
The macroeconomic policies developed by authorities have not been contributing 
????????????????????????????????????????????????????????????? ?????????????????
authority decided to adjust the aggregate spending of the economy during the Asian 
????????????????????????????????????????????????????????????????????????????????????
resulted in an important segment of employment moving from small enterprises to 
???????????? ???????????????????????????????????????? ??????????????????? ????
in 2009 they only produced 47% of this employment.
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However, this displacement of labour was not associated with increases in productivity 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
began an irreversible tendency to decline and stagnation, while wages clearly did not 
adjust to productivity of the new companies, but they remained at levels very similar 
to those that the workers had in their old jobs.
The distribution of income has not been seriously encouraged by the kind of resource 
?????????????????????????????????????????????????????? ???????????????????????????????????
with a rising rate of growth, the Chilean economy has evolved steadily downward.
Given the elasticity and semi-elasticity of poverty reported here, a path of poverty 
reduction seems possible only in a scenario similar to the golden period. In that 
???????????? ????????????????????????????????????????????????????????????????????????
reduction of 23 percentage points. On the other hand, also it seems clear that, in 
periods of high growth and low growth, the distribution of income did not show major 
tendencies of improvement. It is our opinion that the institutional arrangements that 
characterize the Chilean markets are the variable that conditions the current regressive 
????????????????????? ????????????????????????????????????????????????????????????
is hard to imagine that trade openness and liberalisation could generate processes 
in which resources allocation would be optimized, enhancing the productivity and 
competitiveness of the Chilean economy. The absence of such kind of dynamic is the 
reason why Chilean economy is relatively impervious to the processes of economic 
openness and liberalisation.
It is clear then that redistributive policies based on CTP, must be complemented by 
?????????????????????????????????????????????????????????????????????????? ????????????




and growth be transferred to the poor. In countries such as Chile, in which income 
is highly concentrated, such redistribution process focused on primary sources of 
???????? ???????????????????????????????????????????????????????????????????????????
an aggregate demand that would foster productive development and a process with a 
more progressive distribution of economic growth.
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6.16. Conclusions
The evidence reported in this chapter allows us to conclude that:
• From the point of view of the structural sources of the growth, trade openness 
????????????????????????????????????????????????????????????????????????????
materials. Obviously, in the best part of the price s´ cycle, the growth s´ rate 
of international demand for those commodities impulses the economy, but 
???????????? ?????? ???????????? ?? ???????? ????????? ??????? ??? ????? ????????? ????
transfer of incomes through rising consumption levels has showed been a 
????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
dictatorship governments of uses a second device and reduces inequality by 
means of monetary transfers, does not create stable bases for a more egalitarian 
society, or a solid foundation for growth. The growth of GDP maintained, 
during some time, very good rates, but when the high price of raw materials 
ran out, the brisk growth of the economy also stopped.
• The Chilean process of economic growth has not been able to reduce poverty 
in the way that was promised by the supporters of Chilean model. On the 
contrary, the Chilean economy is showing over time, less and less capacity 
to produce major reductions in poverty through economic growth. The 
estimations of elasticities of poverty displayed here, allow us to assess that 
???????????????? ????????????????????????????????????????????????????????????
These elasticities have been decreasing over time, and the economy has even 
produced reversals in the sign of the aforementioned elasticity. Contrary to 
the neoliberal hypothesis, economic growth reduces in a relevant way poverty 





• During 1990 to 2009, Chile failed to improve its unequal distribution of 
incomes and the Chilean Economy the regressive situation inherited from the 
dictatorship hardly varied at all. Despite the acceleration of economic growth 
and the deepening of the radical trade openness of the Chilean economy, 
during the analysed period, income inequality remains high and stable. The 
??????????????????????????????????????????????????????????????????????????????????
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in Chile, during the twenty years analysed, whether measured by the Gini 
???????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????
• Long-term income distribution data show that the Chilean economy has high 
???????????????????????????????????????????????????????????????????????????????????
standing structural factors accelerated by the implementation of the neoliberal 
model. Throughout the process of trade openness deepened during the period 
1990-2009, the widespread use of market mechanisms in the allocation of 
resources, following the reduction of the participation of the state in economic 
activities, has failed in their aspirations of total poverty eradication.
• For the period 1990-2009 that we have analysed, available nationwide data 
indicates that at the beginning of the period inequality dropped, but this trend 
was quickly reversed so that its period ends with inequality levels similar to 
???????????????????????????????????????????????????????????????????????????????????
dictatorship governments, inaugurated in the 1990s, was to reconcile economic 
growth with higher degrees of equity.
?? ?????????????????????????????????????????? ??????????????????????????????????
main distributive inequality is linked to non-labour monetary incomes, which 
are much more concentrated in Chile than in other countries in the region and, 
in the remaining countries of the OECD. Our study shows that inequality in 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????
• Additionally, there a lot of evidence that Chilean economy shows a strong 




from it. The presence of a neoliberal institutional environment goes along to 
???????????????????????????????????????????????????????????????????? ???????
and on business relationships between small and large companies within 
productive chains and economic sectors, seem to be at the root of this process 
?????????????????? ??????????????????? ??????? ?????????????????????????????????
chapter.
• The analysis reported in this chapter allows us to conclude that there are 
????????????????????????????????????????????????????????????????????????????
unable to reduce poverty and produce sustainable economic growth. That is the 
reason why Chilean markets presents a low growth elasticity of poverty, which 
529275-L-sub01-bw-Roman
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????????????????????????????????????????????????????????????????????????
growth. Deep institutional asymmetries in the labour markets tend to generate 






• During the analysed period, the radical trade openness of the Chilean economy, 
???????????????????????????????????????????????????????????????????????????????
Given that the declared purpose of the post-dictatorship authorities was to 
introduce some degrees of equality into the process of economic growth and 
that aim appears very demanding, their discourse began to dissolve in the grey 
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????? ?????????????????????????????????????????????? ???
not a successful path. However, if the policies that succeeded the dictatorship 
?????????? ??????????????????????????? ???? ??????????????????????????????
?????????????????????????????????????????????????????????????????????????
?? ???????????????????????????????? ???? ???????????????????? ??? ???????? ????
progressive income distribution based on primary sources of income, given 
????????????????????????????????????????????????????????????????????????????
of subsidies to the poor, have failed. They tried to complement the secondary 
sources of income generation in order to make it possible to poor families 
overcome the poverty line, however poverty is actually linked to the weak 
poor’s primary sources of incomes and any secondary improvements has been 
able to change this situation. The quantitative indicators estimated here, and 




• In sum, we can conclude from evidence reported in this chapter, that the 
neoliberal hypothesis which declared that, without intervention of other agents 
than free markets, the Chilean model would produce a decrease in poverty and 
???????????????????????????????????????????????? ?????????????????? ????????????
neoliberal model, has only led to the reduction of the headcount poverty given 
???????????????????????????????????????????????????????????????????????????
conditioned manner due to the presence of a poverty line whose absolute 
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valuation of the basket of goods to which said line is associated. Similarly, those 
persons or families who overcome this line, according to the Casen surveys 
??????????????????????????????????????????????????? ????????????????????? ????
high frequency, moving from the ranks of poverty and coming back to it very 
easily.
• Given this fact, in the following chapters, we will try to show in a deeper way 
what are the institutional variables which condition the Chilean distributional 
???????????????????????????????????????????????????????????? ?????????????
economic openness and changes in the new system of relative prices that it has 
produced.
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In previous chapters, we have shown how the Chilean economy has been generating 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
a convergence between its GDP and productivity with more advanced economies is 
????????????????????? ??????????? ????????????????????????????????????????????????????
????? ??????? ?????????????????????????????????????????????????????????????????????
tendencies that are not sustainable and that the reduction of inequality is a virtually 
??????????????????? ????????????????????????????????????????????????????????????????????
we will try to understand how the Chilean productive fabric is organised, focusing 
??????????????????????????????????????????????????????????????????????????????????????










implementation of the neoliberal model of development and then we analyse what are 
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
that the trade openness and market s´ liberalisation of Chilean economy have had on 
???????????????????????????????????????????????????????????????????????????????????????
the respective role of the relative price system and of the institutional arrangements 
????????????????????????????????????????????????????????????????? ???????????????????
consolidated in Chile during our period of analysis.
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It is with that in mind that we built a disaggregated version of the Chile s´ Input-
??????? ??????????????????????? ???? ?????? ???????????????????????????????????????
of arrangements present, in the areas of production and consumption, among the 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
disaggregated into three strata of companies possessing three productivity levels 
?????? ?????????????????????????????????????????? ????????????????????????????????????
????????????????????????????? ??????????????? ??????????????????????????????????????????
of the productivity within micro and small enterprises, middle productivity within 
???????????????????????????????????????????????????????????????????????????????????
???????????????? ????????????????????????????????????????????????????????????? ????????
demand included a registry of the government consumption and of their interactions 
???????????????????????????????? ????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
capita income level: high, middle and low.




the structure of the Chilean economy, and vice versa.
7.1. The Institutional Arrangements in Chilean Markets
This research has assumed the view that, given that institutions are mechanisms of 
??????????????????????????????????????????????????????????????????????????????????????






within which the integrity of a relationship, or a related set of transactions, is carried 
out. Therefore, this chapter is focused on the following areas:
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1. Analysis and dimensioning measurement of the set of transactions carried out 
in the Chilean economy.
2. Description of the main features of the structure of institutional arrangements, 
established by the Chilean neoliberal model, which govern those transactions.
3. Analysis of the alignment or non-alignment of institutional arrangements 
around transaction cost minimisation purpose.
7.2. The Business Model as Crystallization of the Institutional 
Arrangements
???????????????????????????????????????????????????????????????????????????????????
a strong attraction of foreign direct investment, according to neoliberal-neoclassical 
forecasts, should have been producing multiple economic linkages that enhance and 
increase productivity across the productive fabric. However, if there were severe 
limitations to the distribution of economic gains beyond the select business groups 
that control economic and political institutions, this hypothesis should be considered 
?????????
???????????????????????????? ???? ?????????????????????????????????? ???????????????????
create and legitimate norms thought the interaction of relatively autonomous economic 
actors, typically without long run commitments to each other. Evidently the norms 
and conventions of the markets are related to the matter of prices, but without a well-
???????????????????????????????????????????????????????????????????????????????????????
such prices, nor a convention to which actors can use them in order to proceed to a 
??????????????????????????????????????????????????? ??????????????????????????????????
point of view: In the area of the business relationships, governance institutions are a 
????????????????????????????? ?????????????????????????????????????????????????????????
by the “business models” that dominate the economy.
That approach has been used in this chapter as a tool to understand how the institutional 
???????????????????? ???????????????????? ??????????????????????? ????????????????
???????????????????????????????????????????????????? ???????????
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?????????????????????????????????????????????????????? ?????????????????????????
as the pattern from where businesses take shape. They essentially are a comprehensive 
set of institutional arrangements present in the areas of regulation, strategies and 
business practices. The analysis of these models allows us to form a description of the 
??????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????
The conceptualisation of business models has been increasingly oriented towards 
the understanding that they are integrating a wide combination of performances 
and strategic alternatives adopted by the companies, linked to the central logic of 
the creation and capture of value within a network. This understands the logic of 




the view that relations between sizes of companies are essentially determined by the 
????????? ????? ?????? ???????????????????????????????????????????????????????? ??
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????? ??????????????
become predominant in the economy.
????????????????????????????????????????????????????????????????????? ????????????????
??????????????????????????????????????????







of became winners and those who have no chance of improving their situation.



















model like that, far beyond the limits imposed by competition in which innovation 
??????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
to the company, in the same way as the prices that it faces are. Then, the greater a 
??????????????????????????????????????????????????????????????????? ??????????????????
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market in a decisive but not unique way. If a company innovates, generating products 
????????????????????????????????????? ??????????????????? ???????????????????????????
????????????????????? ???????????????????????????????????? ?????????? ???????????????????
However, it will be the same strength of competition, which will make things return, 
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ???????????????????????????????????????????????
However, the most recent information available in the Fourth Longitudinal Survey 
??? ???????????? ???????????? ?????????????? ??????? ?????????? ?????????????










four economic sectors that on average perform less R & D are: retail and wholesale 
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????? ????????????????????????????? ?????????????




???????????????????????????????????? ? ???? ????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????? ?????
????????????????????????????????????????????????????????????????????????????????
???????????????? ???????????????????????????????????????????????? ? ? ? ???????????????
????????????????????????????????????????????????????????????????????? ?????????????
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the continued growth of their participation in the markets.
7.4. The outcomes of neoliberal institutional arrangements





information on each size of company operating in every sector of the economy, Then, 
?????????????????????????????????????????????????????????????????????????????
approach, will provide us with abundant information that will allow us to characterise 
the predominant business model in the Chilean economy. It will be presented as an 
articulation of certain institutional arrangements which have crystallised into business 




confronted in the country by a project of sustainable development economic
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??? ??????????????????????? ?? ???????????????????????????????????? ?????????????????????
have not dissolved the market power of big Chilean companies. To the contrary, it has 
?????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????? ?????????????????
The market power of big Chilean companies has been forged alongside the installation 
???????????????????????????????????????????????????????????????????????????????????
institutional environment, this power was achieved through the political participation 
of large corporations in the installation of a dictatorial government that laid the 








?????? ???????????????????????????????????????????????? ???????????????????? ????
economic activities by means of that strategy, allowing them to erect automatic and 
insurmountable barriers to their eventual competitors, at both the input markets and 
??????? ????????????????????????????? ???? ?????????? ?????????????????????????????
have been permitted to rapidly move in this direction have been the strong and abrupt 
increases in their scale of operation by means of the use of two mechanisms:
???????????????????????????? ???????????????????????????????? ????????????????????????
?????????????? ???????? ?????????????????????????????????? ?????????????????????????
???????????????????????????????????????????????????????????????????????????????
predation towards smaller competitors, a business practice instituted and consolidated 
alongside the trade openness process.
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????????????? ???????????????????????????????????????? ????????????????? ???????????
??????????????????????????????????????????




previously outlined goals. This is particularly true if these practices are developed by 
????? ???????????????????????????????????????????????? ??????????????????????????
??????????????????????????????????????????????????? ????????????????????????????????????
four or more of the following criteria:
??????????????????????????????????????????????????????????????????????????????????????
the described criteria within the main Chilean business groups, in practically every 
one of the seven aforementioned areas, as we will describe in detail.











Colombia, a country that is not a member of OECD and whose GDP is around 
???????????????????????
ii. Trading Channel s´ Concentration: This situation can be present in any 
??????????????????????????????????????????????????????????? ????????????????????
trade, towards the end of 2009 the large companies already concentrated 78% 
?????????????????????????????????????? ???????????? ??????????????????????
????????????????????????????????? ?????????????????????????????????????????
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credit cards issued by large stores. This device is supported in sophisticated 
?????????????????????????????????????????????????????????????????????????????
them to increase their incomes from consumer s´ loans. In a short time that 
??????????????????????????????????????????????????????????????????????????????????




consume the total personals´ liquid incomes, available to serve the obligations 
with credit card issuers, they can only survive by paying credit quotas that 
release certain minimum amounts. However, these “new credits” can only 
be spent on the premises of the retailer who issued the card. This device has 
produced, during the eighties and nineties, a form of “perfect customer loyalty”, 
constituting one of the main mechanisms through which businesses have been 
draining the potential market of small retail trade, increasingly concentrating 
?????????????????????????????????????????????????????????????????????????????
important arrangements that have enabled the monopolization of marketing 
channels. One of them is based on the power of the large real state companies 
associated with the business groups that control the retail sector. They dominate 
a sophisticated network of lobby companies that have allowed them to design 
and put into operation new public regulations that allow them to install large 
shopping centres in the centre of the main cities of Chile. This power has also 
allowed them to institutionalize regulations that have allowed them to acquire 
large tracts of land in the best urban locations with commercial potential. They 
?????????????????????????????????????? ?????????????????????????????????????
??????????????????????? ????? ???????????????????? ???????????????????????
number of people, or adjacent to them. In practice, large real estate companies 
have begun to operate in the neoliberal Chile, as large urban planning entities, 
??????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
important element is the massive practice of price discrimination policies 
????? ??????? ????????????? ??? ??????????????????????????? ?????????????????
establishing in Chile similar legal norms to the Robinson-Patman acts of the 
USA, puts out of competition the small retailers and distributors and has ended 
up concentrating them in places of population of low income and low potential 
?????????????
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iii. Market Share Concentration:???????????????????????????? ???????????????
????????????????????????????????????????????????? ?????????????????????????
USD each year. In the same period, Chile carried out mergers and acquisitions 




the course of this chapter we will show how, in fact, it rests in a vast network 
of institutional arrangements that allow the LSE “win the match” even before 
it starts.
iv. Erosion of the trade bargaining capabilities of Small companies:????
analogy to a model of industrialisation with an unlimited supply of labour, 
?????????????????????????????? ???? ??????????????????????????????? ??????????
????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????? ???????? ?????? ?????????????
concentrating the trade channels. This situation is based on several arrangements 
whose orientation has been generating a strong and quasi-monopsonic market 
??????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????
them to operate as “minimum-price bidders”. After losing their sustainability 
because of the asymmetric arrangements and negotiations in which they must 
participate, their trade agreements stop working and are replaced by new small 
??????????????????????????????????????????????????????????????????????????
those mechanisms. This dynamic means that large companies have an almost 
unlimited reserve of suppliers, enough to replace any of those that do not 
accept, or cannot run their business by, transferring the main part of their 
????????????????????? ?????????????????????????????? ????????????????????????????
???????????????? ??????????????????????????????????????????????????????
v. Non-Professional Corporate Governance: About 30 business groups control 
?????????????????????????????????????????? ?????????????????????????????????
management and ownership, characterized by a low level of professionalism. 
??????????????????????????????????????????????????????? ?????????? ???????
of the family, e.g. their wives, parents, children or direct heirs of the children. 
They are selected from a circle of family trust, under criteria related to informal 
relations with the owners, rather than because of their professional competence. 
Frequently, families hold a majority of shares with right to vote on the board 
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???????????????????????????????????????? ????????????????????????????????????????
?? ???????????????????????? ??????????????????????????????????????? ??????? ???
majority of the votes that give the group control can operate either directly or 
?????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????
model. The standard in the area of direct management of the companies 
within each group, can correspond to one or more professional managers, 
but at least one representative of the family, participates in the management 
??????????????????????????????????????????????????????????????????????????
economic groups in which, within the company or holding company through 
????????????????????????????????????????????????????? ???????????????????????????
????????????????????????????????????????????????????????????????????????????????
rights to which ownership of the capital share is entitled, being frequent that 
???????????????????????????????????????????????????????????????????????????
of closed corporations. In sum, within the corporate governments of about 30 
business groups, are tacked family-oriented decisions about the arrangements 
??????????????????????????????????????????????????????????????????????????????
of power to control. This situation lets to see Chilean economy oriented by a 
hierarchical logic and not by a market one.
vi. Detachment of any Corporate Social Responsibility Criteria: The way 
in which Chile’s large business groups assume Social Responsibility with their 
?????????????????????????????????????????????????? ???? ???????????????????????
?????????????????????????????????????????? ???????????????????? ????????????????
socialist proposal”, because the social responsibility of a business must be to 
????????????????????????????????????????????????????????????????????????????????
refusal of individual companies to acknowledge the social consequences of 
their actions. The complement of that perspective is conditioned by several 
????????????????????????????????????????????????????????????????????????
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In sum we can observe that, manoeuvring of the economic groups that develop 
predatory behaviour is characterized by the development of arrangements directly 
aimed at constantly harming one or more competitors to improve their market share.
????????????????????? ???????????????????????????????????????????????????????????????????
is possible that their businesses have a competitive appearance that does not correspond 
to the real presence of a competitive environment. A lot of strategic arrangements are 
used to hide that conduct. To implement these behaviours, economic groups frequently 
???????????????????????????????????????????????????????????????????????????????????????
run, once they have cleared the competition in the markets in which they operate.
The massive implementation by large companies, or conglomerates of these, of a 
business model having at least four of the seven previously listed features, is a striking 
?????????????????????? ??????? ????? ??????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
to the size of their enlarged sales and purchases.
???????????????????????????????????????????? ?????????????????
Chilean System of Business Relationship?
Until now, the evidence provided in this research has not yet answered if institutions 
that, between 1990 and 2009, have framed the operation of the Chilean economy, 
????????????????????????????????????????????????????????????????? ?????????????????????
????????????????????????????????????????????????????????????????????????????????????????
deployment of autonomous actions of economic agents, when and only when decision 
????????????????????????????????????????????????????????????????????????????????????




former chapters, was a product of a careful design, partially incubated in the academic 
??????????????????????????????????????????????????????????????????????????? ????
????????????????????????????????????????????????????????????????????????????????
model, was abandoned, the new approach was an application of a new development 
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????????????????????????????????????????????????????????????????????????????????




???????????????????????????????????????????????????????237 obey to an intentional 
political and economic design, and cannot be presented as if it is being a spontaneous 
and autonomous outcome of the Chilean economic life.
?????????????????????????????????????? ?????????????????????????????????????????????
of institutional arrangements that are not only of economic character, but also of a 
political character. In the Chilean case, this occurs because institutional actions orientate 
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????? ????????????????????????????
model, constitute a paradigm who orientate the way in which the current business 
arrangements should be protected and future arrangements should be implemented.
From our perspective, the predominant business model, which we will characterise in 
???????????????????????????? ???????????????????????????????????????? ??????? ????????
This governance of neoliberal character is not considered by us as a tool oriented 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
7.6. The Governance Institutions and the Remuneration-
Productivity Gap
?????????????????????????? ??????????????????? ???????????????? ???????????????????
detailed statistics about employment, it was possible for us to disaggregate companies 
by size. From there, it is clear that the enterprises of largest size and productivity are the 
only ones that increase their participation in employment, while the three remaining 
???????????????????????????????????????????
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As is visualised in Figure 7.1, large enterprises have raised their employment absorption 
capacity during the analysed period, during 1990 to 2009, they have passed from 
possessing 19% of the total employment of economy, to 27%, which means moving 
from producing 32% to 42% of the formal employment of the economy. According 
??????????????????????????????????????????????????????????????????????????????????
display a trend towards the replacement of low productivity employment with high 
productivity employment. Particularly from the neoliberal viewpoint, this tendency 
evaluated by them as “progressive”, has been associated with trade openness and 
denominated by them as “a successful path of economic modernization”, which they 
??????????????????????????????????????????????????????????????????????
Figure 7.1. Total Employment Produced in the Chilean Economy 1990-2009 by Size Strata 
and Occupational Category.
Source: Author s´ elaboration based on micro data of CASEN Surveys: 1990-2009.
Analysts outside of the mainstream profess the contrary view, assessing that this trend 
would simply be a by-product of the erosion of market competition induced by larger 
enterprises. However, to make that neoliberal projection conform to reality, workers 
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????????????????????????????????????????????????????????????????????????????????????
in their new jobs. Otherwise, maintaining the levels of production of the larger 
enterprises, but increasing their number of employees, or whether companies increase 
their production less than proportionally to the increase in their number of employees, 
the outcome would be a global drop in the productivity of the larger companies and 
of the economy as a whole, given the weight of LSE within the GDP
????????????????????????????????????????????????????????? ?????????????????????????????????
such wages would increasingly come close to the salaries of large corporations, 
pushing up the latter. However, the trend has operated in the contrary direction. 
The reduction of the market share of small companies and the increase of the market 
share of large companies, has strongly reduced the wages paid by the small companies. 
This has resulted in wage depression in the large companies. LSE s´ use the surplus of 









a divorce between wages and productivity because of the presence of a favourable 





only if trade openness fosters competition encouraging the use of modern technology, 
especially in the backward sectors, increasing the demand for high-skilled labour, 
promoting learning by doing and remunerating labour in a manner attuned to their 
eventual productivity rise. However, several studies about Chilean human capital 
??????????????????????????????????????????????????????????????????????????????????????
between the quality of human capital and compensations. These studies show that 
despite similar levels of education, the remuneration of Chilean persons of more modest 
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social origin, tends to be well below the remunerations of their colleagues from more 
??????????????????????????????? ????????????
?????????????????? ????????????? ?????????????????????????????????? ???????????????????
??????????????????????????????????????????????????????????????????????????????????????????
found that Chilean upper-class professionals earn roughly 50% more than those who 
????????????????????????????????????????????????????????????????????????????????????
such as their academic performance in college, their command of a second language, 
their graduate studies, or the academic quality of schools where they have studied - this 
suggests the presence of some form of discrimination.238 Those researchers suggest 
that human capital gaps are not the cause of the scrawny outcomes of the neoliberal 
model. On the contrary, they mainly would be consequences of the articulation 
of some forms of discrimination and the growing market power of LSE based on 
????????????????????????????????????????????????????????????????????????????????????
of employment. Those institutions would be the origin of the boundaries imposed to 
generation of value and innovation in the economy.
??????????????????????????????????????????????????????? ??????????????????????????????????
?????????? ???????????????????????????? ???????????????????????????????????? ???????
that, the dynamic set by formal and informal regulations and networks, shaped by 
?????????????????????????????????????????????????????????????????? ???????????????
provide welfare, identity, solidarity and sense of belonging, have in the Chilean case 
produced inequality, low productivity, stagnation of growth process and natural 
resource degradation.239
If we analyse issues related to Chilean institutional arrangements, from a structural 




238 In the labour market, “discrimination” imply make discretional distinctions about remunerations, 
???????????????????????????????????????????????????????????????????????????????????????????
239? ????????????????????????????????????????????? ???? ???????????????????????????????????????????????
?????????????????????
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??????????????????????????????????????????????????????????????????????????????





institutional analysis of Chilean economy, the dominant business model appears as a 
key factor of it.
???????????????????????????????????????????????????????????????????????????????????????
provides understanding of opportunities and constraints that neoliberal business model 
?????????????????????????????????????????????????????????????????????? ??????? ????????
Implications of those issues for poverty elimination uphill struggle and for inequality 
reduction laborious task are very clear.









last dimension includes the remaining institutional arrangements that make up the 
institutional governance of the Chilean economy and make part of areas wider than 
mere market relations.
??????????????????????????????????????????????????
1. In Chile, shapes and features assumed by the institutions of governance, are a 
dispersed body of private arrangements independently produced, or make part 
???????????????????????????????????????????????????????????????
2. Do they obey the outcomes of the Chilean model, to distortions, frictions 
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In this chapter, we will try to answer both questions, analysing those issues from the 
??????????????????????????????????????????????
7.7. The Chilean Input-Output Matrix Disaggregated by size
?????????????????????????????????????????????????????????????????????????????????
only the outcomes of the Chilean model in terms of conformation of linkages and 
???????????????????????????????????????????????????????????????????????????????????????
of relationships established among economic actors.
???????????????????????????????????????????????????????????????????????????????????
in the productive fabric and the real impact of them in production, consumption and 





In our analysis, the focus has been upon decomposition techniques, which have 
become an important tool to unravel the sources of temporary growth of certain 
variables, allowing the separation of these sources into their constituent parts. The 
????????????????????????????????????????????????????????????????????????????????????
of change underlying a wide variable range.




all focused at the sector level.





levels, was developed in this study from the base information provided by the observed economic 
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On that basis, in the course of this study, several tasks were carried out which allowed 
????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
income in its interior, as well as the issues derived from the relations between companies 
??????????????????? ??????????????? ?????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????? ??????????????
7.8. The Sectorial Economic Relationships of Chilean Economy
??????????????????????????????????????????????????????????????????????????
periodically as a tool to identify the observable structure of the Chilean economy 
?????????????241?????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
economic structure during the last years of our period of analysis.242
??????????????????????????????? ???????????????????????????????????????????????????????
??????????????????????????????????????????????????????
















therein, are valid for a period covering less three years before its preparation and three years after.
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?????????????????????????????????????????????????gregated by sectors. All their 
????????????????????????????????????????????????????????????????????????????????????
utilization and the value-added components. The data in these tables shows supply side 
????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
utilization of domestic inputs from the utilization of imported inputs.
Additionally, value added is disaggregated into four components that describe 
???????????????????????????????????????????????????????????????????????????????????




of any kind. Additionally, is presented the households´ consumption of goods and 
??????????????? ???????????????????????????????????????????????????????????????????????






increased levels of added value in production
243 The stratum that we denominate as “lower consumption” was associated to 1 to 4 deciles, the 
“medium consumption” to 5 to 7 deciles and the “high consumption” to 8 to 10 deciles.
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???????????????????????????????? ??? 10 4.915 ?? 3 ??? 13 80 31 5.938
???????????????????? ?? 1.980 1.444 23 84 32 4 ?? 0 ?????
????????????? ????? 1.484 5.494 714 3.444 ????? 1.120 ??? 839 17.342
Electricity, gas and water supply 97 1.232 1.193 3.817 ?? 373 ??? 303 447 7.724
Construction ?? 18 ?? 80 11 152 113 152 1.274 1.893
?????????????????????????? 502 357 ????? ??? ??? ????? 822 570 482 ?????
Transport 203 439 1.599 189 ??? 1.920 ????? 835 353 8.407
Financial and insurance 
activities ????? 1.418 ????? 258 ????? 3.929 1.950 ????? 1.833 ??????
Social and community services 29 31 254 23 10 79 32 119 ??? 1.140
Domestic Intermediate 
Consumption ????? ????? ?????? ????? ????? 9.409 ????? 8.555 ????? 73.747
???????????????????????????????? ??? 0 ??? 2 0 15 1 22 3 595
???????????????????? 15 205 4.054 ??? 13 93 11 22 0 5.071
????????????? 809 ????? 5.387 891 ????? 754 2.338 805 522 14.180
Electricity, gas and water supply 0 0 0 28 0 0 0 0 0 29
Construction 0 0 0 0 0 0 0 0 0 0
?????????????????????????? 3 20 217 2 0 ?? 18 3 9 298
Transport 1 0 22 0 1 24 1.510 72 14 ?????
Financial and insurance 
activities 3 97 199 102 11 140 212 ??? 58 1.441
Social and community services 0 0 ? 0 0 2 ?? 14 23 115
Imported Intermediate 
Consumption ??? 1.509 10.302 ????? 1.512 1.054 4.159 1.558 ??? 23.374
Total , Intermediate 
Consumption 5.228 8.477 ?????? ????? 7.877 ?????? 11.095 10.113 ????? 97.121
????? 10 1 18 1 9 24 411 530 ??? 1.520
??????????? 78 18 158 ? ??? 334 -81 253 573 1.445
Operating surplus 1.589 ?????? ????? 2.201 3.534 ????? 4.127 10.359 ????? 49.359
Labour Remunerations 1.289 1.527 3.823 319 ????? ????? 2.211 ????? 10.181 34.133
????????????????? ????? ?????? 10.490 2.527 ????? 8.589 ????? 17.988 ?????? ??????
?????? ?????????????????? 8.193 20.784 40.952 9.478 14.793 19.052 17.763 28.101 24.462 183.578
?????????????????????????????????????????????????????????????????????
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18 255 274 371 0 -97 255 1.180 2.255 8.193
0 0 0 0 0 -89 0 17.224 17.135 20.784
48 1.982 ????? 4.777 0 877 789 ?????? ?????? 40.952
35 ??? 493 ??? 0 0 0 0 1.754 9.479
0 0 0 0 0 0 12.900 0 12.900 14.793
??? 1.541 2.258 5.594 0 8 ????? ????? ?????? 19.053
0 ??? 1.470 2.972 0 0 0 3.948 ????? ??????
??? 232 477 4.270 0 0 1.001 723 ????? 28.101
?????? 1.588 ????? 7.501 717 3 -150 ??? 23.321 ??????
10.495 7.025 10.213 ?????? 717 702 ?????? 38.028 109.831 183.578
0 15 17 25 0 ? 3 0 ?? ???
0 0 0 0 0 88 0 2 90 ?????
0 885 1.415 3.752 0 388 5.805 923 ?????? 27.347
0 0 0 0 0 0 0 0 0 29
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 298
0 8 19 182 0 0 0 0 210 1.854
0 2 4 9 0 0 250 0 ??? 1.705
0 39 71 390 0 0 4 0 505 ???
0 949 ????? 4.358 0 481 ????? 925 14.302 ??????
10.495 7.974 11.740 ?????? 717 1.184 ?????? 38.953 124.132 221.253




58 945 1.403 ????? 0 0 717 0 ????? 93.275
10.553 8.919 13.143 34.303 717 1.184 23.179 38.953 130.950 314.528
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???????????????????????????????? 0,0774 0,0005 0,1200 0,0049 0,0002 0,0108 0,0007 0,0028
???????????????????? 0,0044 0,0953 0,0353 0,0025 0,0057 0,0017 0,0002 ??????
????????????? 0,2049 0,0714 0,1342 0,0754 0,2328 ?????? ?????? 0,0329
Electricity, gas and water supply 0,0118 0,0593 0,0291 0,4027 0,0058 ?????? 0,0099 0,0108
Construction 0,0020 0,0009 0,0019 0,0085 0,0007 0,0080 ?????? 0,0054
?????????????????????????? ?????? 0,0172 0,0373 0,0122 ?????? ?????? ?????? 0,0203
Transport 0,0248 0,0211 0,0390 0,0199 0,0110 0,1008 0,1524 0,0297
Financial and insurance activities 0,1302 ?????? 0,0894 0,0273 0,1079 ?????? 0,1098 ??????
Social and community services 0,0035 0,0015 ?????? 0,0024 0,0007 0,0041 0,0018 0,0042
Domestic Intermediate 
Consumption 0,5201 0,3353 0,4923 ?????? 0,4303 0,4939 0,3904 0,3044
???????????????????????????????? ?????? 0,0000 0,0102 0,0002 0,0000 0,0008 0,0000 0,0008
???????????????????? 0,0019 0,0099 0,0990 ?????? 0,0009 0,0049 ?????? 0,0008
????????????? 0,0988 0,0571 0,1315 0,0941 0,1005 ?????? ?????? 0,0287
Electricity, gas and water supply 0,0000 0,0000 0,0000 0,0030 0,0000 0,0000 0,0000 0,0000
Construction 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000
?????????????????????????? 0,0003 0,0010 0,0053 0,0002 0,0000 0,0014 0,0010 0,0001
Transport 0,0001 0,0000 0,0005 0,0000 0,0001 0,0013 0,0850 0,0025
Financial and insurance activities 0,0004 0,0047 0,0049 0,0108 0,0007 0,0073 0,0119 0,0220
Social and community services 0,0000 0,0000 0,0002 0,0000 0,0000 0,0001 0,0039 0,0005
Imported Intermediate 
Consumption 0,1180 ?????? ?????? 0,1777 0,1022 0,0553 0,2342 0,0554
Total Intermediate Consumption ?????? 0,4079 0,7439 0,7334 0,5325 0,5492 ?????? 0,3599
????? 0,0012 0,0001 0,0004 0,0001 ?????? 0,0013 0,0232 0,0189
??????????? 0,0095 0,0009 0,0039 ?????? 0,0072 0,0175 ??????? 0,0090
Operating surplus 0,1939 0,5177 0,1585 0,2323 0,2389 0,1870 0,2324 ??????
Labour Remunerations 0,1573 0,0735 0,0934 0,0337 0,2209 0,2450 0,1245 0,2437
????????????????? ?????? 0,5921 ?????? ?????? ?????? 0,4508 0,3754 ??????
????????????????????????? 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000
????????????????????????????????????????????????????????????????????
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0,0013 0,0323 0,0017 0,0285 0,0209 0,0108 0,0000 -0,0823 0,0110 0,0303 0,0172 ??????
0,0000 0,0199 0,0000 0,0000 0,0000 0,0000 0,0000 -0,0752 0,0000 0,4422 0,1309 ??????
0,0343 0,0945 ?????? 0,2222 ?????? 0,1393 0,0000 0,7413 0,0340 ?????? 0,1803 0,1302
0,0183 0,0421 0,0034 0,0517 0,0375 0,0223 0,0000 0,0000 0,0000 0,0000 0,0134 0,0301
0,0521 0,0103 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 ?????? 0,0000 0,0985 0,0470
0,0197 0,0350 0,0155 0,1728 0,1718 ?????? 0,0000 ?????? ?????? ?????? ?????? ??????
0,0144 0,0458 0,0000 0,1084 0,1118 ?????? 0,0000 0,0000 0,0000 0,1013 0,0715 ??????
0,0750 0,1157 0,0153 ?????? ?????? 0,1245 0,0000 0,0000 0,0432 ?????? 0,0524 0,0893
0,0231 ?????? 0,9541 0,1780 0,2003 0,2187 1,0000 0,0027 ??????? 0,0247 0,1781 0,0778
0,2382 0,4017 0,9945 0,7877 0,7771 ?????? 1,0000 0,5933 0,7075 ?????? 0,8387 0,5837
0,0001 0,0032 0,0000 ?????? 0,0013 0,0007 0,0000 0,0048 0,0001 0,0000 0,0005 0,0021
0,0000 ?????? 0,0000 0,0000 0,0000 0,0000 0,0000 0,0740 0,0000 0,0001 0,0007 ??????
0,0214 0,0772 0,0000 0,0993 ?????? 0,1094 0,0000 0,3278 0,2504 0,0237 0,1005 ??????
0,0000 0,0002 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0001
0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000
0,0004 ?????? 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0009
?????? 0,0090 0,0000 0,0009 0,0015 0,0053 0,0000 0,0000 0,0000 0,0000 ?????? 0,0059
0,0024 0,0078 0,0000 0,0002 0,0003 0,0002 0,0000 0,0000 0,0108 0,0000 0,0020 0,0054
0,0009 ?????? 0,0000 0,0044 0,0054 0,0114 0,0000 0,0001 0,0002 0,0000 0,0039 0,0020
0,0257 0,1273 0,0000 ?????? ?????? 0,1270 0,0000 ?????? ?????? 0,0237 0,1092 0,1198
?????? 0,5290 0,9945 0,8940 0,8932 0,8923 1,0000 1,0000 ?????? 1,0000 0,9479 0,7034




?????? 0,4710 0,0055 ?????? ?????? 0,1077 0,0000 0,0000 0,0309 0,0000 0,0521 ??????
1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000
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The only three cross transactions of certain scale, in addition to those already listed, 
come from the agricultural sector, which supplies 4,915 billion to the manufacturing 
sector, which supplies itself with inputs whose value amounts to 5,494 billion annually 
and the electricity, gas and water supply which, in turn, also supplies itself with inputs 
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increased levels of added value in production.244 On the contrary, if we observe the 
???????????????????????????????????????? ?????????????????????????????????????????????











??????????????????????? ?????????????????????? ????????????? ???????????????????????
would have higher productivity. Using the same reasoning, for the same level of GDP, 
??????????????????? ??????????????????????? ????????????????????







results of four decades of economic openness informed by neoliberal perspectives.
244? ??? ???????????????????? ??????????????????????????????????????? ?????????????????????????????
245? ????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????? ????????????? ??????? ???????????? ????? ?????




to the Chilean one.
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??????????????????????????????????????????????????????????????????????????????
its radical trade openness, Chile continues being an economy focused on domestic 
?????????????????????????????????????????????????????????????????????????????????????
are intensive in the use of natural resources to produce commodities, concentration 
???????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????? ??????????????????????????????????????
similar to that played by them during the period of import substitution, before the 
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????
The openness outcomes appear contradictory. The economic dominance of non-




need any process of openness and liberalisation
???????????????????????????? ?????????????????? ??????????????????????
This sector has a production that is highly intensive in natural resources of low 
elaboration playing a leading role, producing goods of a value of 40,952 billion 





the manufacturing sector, the share of industrial products of high value added is not 
so relevant, predominating products like paper and cellulose, derivate from oil, and 
food and tobacco products.




customers, the 2008 average of all the countries for which there is information, was 13.35% yearly. The 
????????????? ????????????????????? ???????????????? ???? ?????? ??????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????
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capital market is highly concentrated, and during 2008, commercial banks accounted 












which, in turn, depends on the production s´ growth of the remaining sectors of the 
economy, we do not consider that sector as one of qualitative relevance
?????????????????????????????????????????????????????????????????????????????????????
has not led to strengthening of a virtuous relationship between production of high 
???????????????????????????????????????????????????????????????????????????????????
participate in global markets to obtain world class inputs and technology that allow 
???????????????????????????????????? ????????????????????????????????????????????????
process has resulted in the growing dominance of afore mentioned sectors over the 
rest of the economy, an issue which is disclosed by the share of sectorial production 
???????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
enough for our purposes, which is to inquire about the outcomes of institutional 
??????????????????????????????????????????????????????????????????????????????
















and Final Demand, are a direct result of each particular institutional arrangement 
and therefore will illustrate not only the presence of these, but above all their results













enables you to identify these relationships both at the level of intermediate consumption 
??????????????????????????????????????????????????????????????????????????????????????
relationships for intermediate consumption of domestic origin, of imported origin 
and for the sum of two kinds of intermediate consumption.




possible to reach the estimates reviewed here.
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services demanded by each one of the three types of households, coming from each 
???????????????????????????????????????????????????????????????? ?????????????????????
be done for the remaining components of the Final Utilisation.
From this information will be possible to view the aggregate impact of these 
interrelationships in the generation of value added of the economy. Unfortunately, in 
Chile there is no accurate information that allows in turn to segment, from the supply 
???????????????????????????????????????????????????????????????????????????????????
However, our methodology of breakdown allowed us to do so from the demand side 
???????????????????????????????????????????????????????????????????????????????
vertically unbundled by the size of company, for each sector of the economy.
???????????????????????????????????????????????????????????????????????????????????? ??????
has been divided into fourth arrays.
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Table 7.2. (A).? ????????????????????????????????????????????????????????????????????????
Domestic Intermediate Utilization.
????????????? ???????????????????????????????????

















????? AFF ?? 0 5 73 0 0 3
MEDIUM AFF 0 0 1 1 0 0 1
LARGE AFF 232 8 320 ??? 0 0 ?
AFF 300 8 ??? 634 0 0 10
SMALL ??? 0 0 0 0 0 1 0
MEDIUM ??? 0 0 0 0 0 0 0
LARGE ??? 0 27 8 ?? 0 1 1.977
??? 0 27 9 ?? 0 2 1.977
SMALL ????? 1 1 8 9 0 0 4
MEDIUM ????? ??? 1 ??? 1.073 0 0 1
LARGE ????? 128 138 331 597 3 17 1.459
????? ??? 140 904 ????? 3 17 ?????
SMALL ??? 0 0 0 0 0 0 0
MEDIUM ??? 0 0 0 0 0 0 0
LARGE ??? 50 21 25 97 0 38 1.194
??? 50 21 25 97 0 38 1.194
????? Construc. 0 0 0 0 0 0 0
MEDIUM Construc. 0 0 0 0 0 0 0
LARGE Construc. 8 3 5 ?? 0 1 17
Construc. 8 3 5 16 0 1 17
SMALL ??? 33 ?? 109 177 0 4 151
MEDIUM ??? 7 9 23 39 0 1 39
LARGE ??? 54 102 130 ??? 0 4 158
??? 93 147 ??? 502 0 8 349
SMALL Transp. 0 0 20 20 0 5 55
MEDIUM Transp. 34 ?? 53 133 0 5 222
LARGE Transp. 5 21 24 50 0 ?? 137
Transp. 39 ?? ?? 203 0 25 414
SMALL FS&I 30 18 50 98 0 13 ???
MEDIUM FS&I 9 139 ??? 780 0 0 7
LARGE FS&I 58 35 ?? 189 1 ?? 903
FS&I ?? 192 778 ????? 1 40 1.377
????? SCS 2 1 3 ? 0 0 30
MEDIUM SCS 0 0 0 0 0 0 0
LARGE SCS 15 0 8 23 0 0 0
SCS ?? 1 11 29 0 0 30
 Intermediate Dom. C. ????? ??? 2.417 ????? 5 131 ?????
????????????????????????????????????????????????????????????????????
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????????????? ???????????????????????????????????
??? ????????????? ??? ??? ???
3 23 ? 1.571 ????? 0 0 ?? ??
1 3 1 ??? 389 0 0 4 4
? ?? 191 ????? ????? 0 0 27 27
10 93 198 4.624 4.915 0 0 46 46
1 2 0 8 10 0 0 0 0
0 0 0 97 98 0 0 1 1
1.978 14 12 1.310 ????? 1 0 21 22
1.980 17 12 1.415 1.444 1 0 22 23
4 107 45 54 ??? 0 0 1 1
1 12 ?? 73 172 0 0 1 1
1.479 ??? ??? 4.039 5.115 47 30 ??? 713
1.484 584 742 ????? 5.494 47 30 637 714
0 0 0 2 2 ??? 0 371 ???
0 0 0 1 1 0 171 240 411
1.232 57 ?? 1.087 1.190 0 0 2.772 2.772
1.232 57 ?? 1.090 1.193 ??? 171 3.383 3.817
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
18 7 7 ?? ?? ? 4 71 80
18 7 7 62 76 6 4 71 80
155 81 72 403 555 3 2 43 48
40 19 18 102 138 1 0 9 10
??? 123 99 ??? 832 4 2 52 58
357 223 188 1.115 1.526 7 5 104 116
?? ?? 5 229 ??? 0 0 5 5
227 88 58 885 1.031 1 0 17 18
153 22 47 239 308 11 7 147 ???
439 ??? 110 1.353 1.599 12 8 168 189
482 108 84 ??? 1.154 0 0 83 83
7 ?? 24 192 279 1 1 14 ??
929 208 ??? 1.857 ????? 0 0 ??? ???
1.418 379 270 3.011 ????? 1 1 257 258
30 4 5 104 113 1 1 19 22
0 0 3 0 3 0 0 0 0
0 18 0 119 138 0 0 1 1
31 22 8 224 254 1 1 20 23
????? 1.518 1.582 ?????? ?????? 338 219 4.709 ?????
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SMALL AFF 0 2 3 5 1 0 1 2 1.749 113 1.599
MEDIUM AFF 0 1 1 2 4 0 3 8 444 38 433
LARGE AFF 5 42 ?? 73 8 0 13 22 3.745 ??? ?????
AFF 5 44 30 80 13 1 18 31 5.938 769 5.101
SMALL ??? 0 0 0 0 0 0 0 0 1.749 4 123
MEDIUM ??? 0 0 0 0 0 0 0 0 444 1 99
LARGE ??? 0 7 38 45 0 0 0 0 3.745 97 3.357
M&Q 0 7 39 46 0 0 0 0 5.938 102 3.579
SMALL ????? 1 2 ? 9 11 1 31 43 1.749 299 189
MEDIUM ????? ?? 90 113 ??? 23 4 ?? 113 444 894 893
LARGE ????? ??? 117 390 ??? 111 19 555 ??? 3.745 4.352 7.543
Manuf 207 209 510 926 145 23 672 839 5.938 5.545 8.624
SMALL ??? 0 0 3 4 0 0 0 0 1.749 ??? 3.819
MEDIUM ??? 0 0 2 2 0 0 0 0 444 171 247
LARGE ??? 53 ?? ??? ??? 38 14 395 447 3.745 ??? ?????
??? 53 77 172 303 38 14 395 447 5.938 1.121 9.707
SMALL Construc. 0 0 0 0 0 0 0 0 1.749 0 344
MEDIUM Construc. 0 0 0 0 0 0 0 0 444 0 0
LARGE Construc. 28 58 ?? 152 32 8 1.235 1.274 3.745 313 ?????
Construc. 28 58 66 152 32 8 1.235 1.274 5.938 313 1.800
SMALL ??? 32 ?? 77 135 28 8 ??? 202 1.749 723 1.071
MEDIUM ??? 24 7 51 82 14 11 51 77 444 214 ???
LARGE ??? 85 ?? 205 353 44 20 140 204 3.745 1.431 1.391
??? 142 ?? 332 570 86 40 356 482 5.938 2.368 3.179
SMALL Transp. 4 12 43 59 3 0 1 3 1.749 ??? 1.885
MEDIUM Transp. 31 ?? ??? 173 9 3 18 30 444 1.202 1.875
LARGE Transp. 182 33 389 ??? ?? 12 271 320 3.745 ??? ?????
Transp. 217 71 548 835 49 15 290 353 5.938 2.472 5.730
SMALL FS&I ??? 188 ??? ????? 42 ?? 409 508 1.749 1.749 ?????
MEDIUM FS&I 195 ??? 379 780 58 25 ??? ??? 444 1.520 2.811
LARGE FS&I ??? ??? 1.787 ????? 82 108 789 979 3.745 ????? ?????
FS&I ????? ??? 3.092 ????? 182 189 1.462 1.833 5.938 6.645 15.104
SMALL SCS 22 3 39 ?? 22 1 93 ??? 1.749 101 4.901
MEDIUM SCS 2 0 48 51 4 81 17 102 444 90 93
LARGE SCS 0 2 3 5 13 0 334 347 3.745 70 481
SCS 24 5 90 119 39 82 444 ??? 5.938 ??? ?????
 Intermediate Dom. C. 2.353 1.323 4.880 8.555 584 373 ????? ????? 53.444 19.597 58.299
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Table 7.2. (A). Continued.
????????????? ?????????????????????????????????????


















SMALL AFF 0 0 0 0 9 1 37 ?? 0 4 0 4
MEDIUM AFF 0 0 0 0 ?? 3 10 38 0 1 0 1
LARGE AFF 1 1 2 3 51 5 ?? 121 0 7 0 8
AFF 1 1 2 3 85 8 112 206 1 12 0 13
SMALL ??? 0 0 0 0 0 0 0 0 0 0 0 0
MEDIUM ??? 0 0 0 0 0 0 2 2 0 0 0 0
LARGE ??? 18 13 53 84 0 0 29 29 0 3 0 4
M&Q 18 13 53 84 0 0 31 32 0 3 0 4
SMALL ????? 10 7 28 45 107 7 24 137 0 0 0 1
MEDIUM ????? 10 7 28 45 72 14 92 178 4 5 13 22
LARGE ????? 718 523 2.113 3.354 729 104 495 1.328 97 350 ??? 1.097
Manuf 737 537 2.169 3.444 908 125 610 1.643 101 355 663 1.120
SMALL ??? 0 0 2 2 0 0 1 1 0 0 0 0
MEDIUM ??? 0 0 1 1 0 0 0 0 0 0 0 0
LARGE ??? 14 10 58 83 ??? ?? 174 372 57 13 107 ???
??? 14 10 62 86 162 36 175 373 57 13 107 176
SMALL Construc. 0 0 0 0 0 0 0 0 0 0 0 0
MEDIUM Construc. 0 0 0 0 0 0 0 0 0 0 0 0
LARGE Construc. 2 2 7 11 ?? 20 72 152 58 11 44 113
Construc. 2 2 7 11 60 20 72 152 58 11 44 113
SMALL ??? 88 ?? 258 410 120 ?? 83 220 10 100 100 210
MEDIUM ??? 17 13 51 81 32 5 ?? ?? 3 33 19 55
LARGE ??? 102 74 301 477 352 ?? ??? 793 48 190 319 557
??? 207 151 609 968 504 86 486 1.076 60 323 438 822
SMALL Transp. 0 0 0 0 173 34 243 450 223 140 322 ???
MEDIUM Transp. 14 10 41 ?? 481 93 ??? 1.232 15 288 ?? ???
LARGE Transp. 20 15 ?? 97 93 22 123 238 ?? 41 1.554 ?????
Transp. 34 25 103 162 747 149 1.024 1.920 299 468 1.939 2.706
SMALL FS&I 0 0 470 470 393 80 ??? ??? 100 131 357 588
MEDIUM FS&I 47 34 137 218 498 120 473 1.091 72 29 127 228
LARGE FS&I 0 0 907 907 758 154 957 ????? 194 252 ??? 1.134
FS&I 47 34 1.515 ????? 1.648 354 1.926 3.929 366 412 1.173 1.950
SMALL SCS 2 2 ? 10 25 7 19 51 2 3 3 7
MEDIUM SCS 0 0 0 0 0 0 2 2 0 0 13 14
LARGE SCS 0 0 0 0 9 2 15 ?? 10 0 0 11
SCS 2 2 ? 10 34 9 ?? 79 12 3 ?? 32
 Intermediate Dom. C. ????? 775 4.528 ????? 4.150 ??? 4.473 9.409 954 ????? 4.381 ?????
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????? Agric 2 0 0 2 0 0 0 0 0 1 0 1 0 0 0 0 0
?????? Agric 0 0 0 0 0 0 0 0 0 0 5 5 0 0 0 0 0
LARGE Agric 89 1 43 134 0 0 0 0 25 ??? 230 410 0 0 2 2 0
Total AGRIC 92 1 43 ??? 0 0 0 0 ?? ??? 234 ??? 0 0 2 2 0
????? ??? 0 0 0 0 0 2 0 2 4 1 107 112 25 ?? 324 ??? 0
?????? ??? 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
LARGE ??? 0 2 13 15 0 0 202 203 20 11 3.912 3.942 18 11 ??? 293 2
Total ??? 0 2 13 15 0 2 203 205 24 11 4.019 4.054 43 28 587 ??? 2
????? ????? 13 0 ? 19 0 0 1 1 194 ?? 159 399 0 0 2 2 9
?????? ????? 78 0 1 79 0 0 0 0 10 29 9 48 0 0 0 0 3
LARGE ????? 74 201 ??? 711 1 22 ????? 1.184 257 431 4.251 4.940 59 38 792 889 305
Total ????? ??? 202 442 809 1 22 ????? ????? ??? ??? 4.420 5.387 59 38 795 891 317
????? ??? 0 0 0 0 0 0 0 0 0 0 0 0 2 1 25 28 0
?????? ??? 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
LARGE ??? 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total ??? 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
????? ??? 0 1 1 3 0 3 18 20 3 3 212 217 0 0 2 2 0
?????? ??? 0 1 1 3 0 3 18 20 3 3 212 217 0 0 2 2 0
LARGE ??? 0 0 1 1 0 0 0 0 0 1 13 15 0 0 0 0 0
Total ??? 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
????? T & C. 0 0 0 0 0 0 0 0 0 1 ? 8 0 0 0 0 0
?????? T & C. 0 0 1 1 0 0 0 0 0 2 20 22 0 0 0 0 0
LARGE T & C. 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total T&C 0 0 3 3 0 2 95 97 ?? 3 179 198 7 5 91 102 2
????? FIA 0 0 3 3 0 2 95 97 ?? 3 180 199 7 5 91 102 2
?????? FIA 0 0 0 0 0 0 0 0 0 0 1 1 0 0 0 0 0
LARGE FIA 0 0 0 0 0 0 0 0 1 0 5 ? 0 0 0 0 0
Total FIA 0 0 0 0 0 0 0 0 1 0 5 ? 0 0 0 0 0
????? SCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
?????? SCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
LARGE SCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total SCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
??????????????
?????????
??????????? ??? 207 504 ??? 2 30 1.478 1.509 530 ??? 9.090 10.302 110 72 1.502 ????? 322
????????????????????????????????????????????????????????????????????
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0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 3 3 0
0 0 0 4 0 0 4 0 0 0 0 0 0 0 0 0 0 0 1 10 4 ?
0 0 0 3 0 8 11 0 1 0 1 1 8 13 21 1 0 1 2 582 285 297
0 0 0 7 1 8 15 0 1 0 1 1 8 13 22 1 0 2 3 595 293 303
0 2 2 0 0 3 3 0 0 0 0 0 1 3 4 0 0 0 0 490 49 440
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
1 7 11 0 0 89 89 1 10 0 10 0 ? 13 19 0 0 0 0 4.581 81 4.500
1 9 13 0 0 93 93 1 10 0 11 0 ? ?? 22 0 0 0 0 5.071 130 4.940
? ?? 41 22 2 12 ?? 0 0 2 3 2 2 8 12 8 0 7 ?? 529 ??? 223
2 10 ?? 8 2 10 20 2 1 18 20 14 2 27 43 ? 1 14 22 248 159 89
222 902 1.429 ??? 50 380 ??? 75 775 ????? 2.315 ??? ??? 428 751 58 17 410 485 13.403 3.178 10.225
231 938 ????? 298 54 402 754 78 ??? 1.485 2.338 177 ??? ??? 805 72 18 90 13.748 ????? 10.537
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 29 3 ??
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 12 12 0 0 1 1 0 0 7 7 20 0 20
0 0 0 0 0 0 0 0 0 4 4 0 0 0 0 0 0 0 0 5 4 ??
0 0 0 8 2 ?? ?? 0 1 0 1 0 1 2 2 0 0 1 1 273 21 252
0 0 0 8 2 ?? ?? 0 1 ?? 18 0 1 3 3 0 0 9 9 298 22 277
0 1 1 ? 1 11 18 9 23 551 583 0 2 ?? 27 0 0 0 0 ??? 42 ???
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 3 3 3 85 1.131
0 1 1 0 0 5 5 12 0 915 927 0 2 42 44 0 0 11 11 ??? ?? 980
0 1 1 ? 1 17 24 21 24 ????? 1.510 0 4 ?? 72 0 0 14 14 ????? 58 ?????
0 0 0 0 0 0 0 1 0 45 ?? 0 0 2 2 0 0 9 9 58 1 57
2 7 11 54 13 72 139 24 1 142 ??? 222 21 374 ??? 2 1 ?? 49 1.383 75 ?????
2 7 11 54 13 72 140 24 1 187 212 222 22 ??? ??? 2 2 55 58 1.441 375 ?????
0 0 0 0 0 1 2 1 0 ?? ?? 0 0 14 14 0 19 1 20 ??? 22 85
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 3 3 9 1 8
0 0 0 0 0 2 2 1 0 ?? ?? 0 0 14 14 0 19 3 23 115 398 1.158
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
234 ??? 1.512 373 71 ??? 1.054 125 812 3.222 4.159 400 208 950 1.558 ?? 39 598 198 22.942 4.922 19.892
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by the economy, and to 82% of imported inputs utilised by all the large enterprises 
?????????????????
Each one of the remaining sectors have a low component of imported inputs within its 
???????????????????????????????????????????????????? ?????????????????????????????
the two major users of imported inputs, we will see that in the mining sector 97% of 
this consumption is concentrated in large enterprises, while 71% of the intermediate 




Chilean economy cannot be considered compatible with a strategy of modernisation, 
innovation and self-sustainability.
Despite the full openness of the Chilean economy, only two sectors reported a 
????????????????????????????????????????????????????????????????????????????????
of the remaining sectors possesses one very less weight of imported inputs within its 
?????????????????????????? ?????????????????????????????????????????????????????
large companies in the mining sector, as well as large companies in the manufacturing 
sector.
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?????????????????????????????????????????????????????????????????????????????????
participation in value added of the economy, we can see from another perspective that 











is quite clear. The impact of the opening has not spread to the business fabric. There 
no evidence supporting the neoliberal forecasts of a big absorption of technology from 
????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
mining and manufacturing. In both cases that pattern of intermediate utilization is 
limited to obtain inputs, at low international prices, and “proprietary technologies” 
???????????? ??????????????????????????????????????????????????????? ?????????????




impact of these gains over these patterns is not clear at all. From the demand side, 
???????????????????????????????????????????????????????????????????????????????????????
corresponds to Government Consumption, 43,488 billion to Household s´ Consumption, 
??????????????? ????????? ??????? ?????????????? ??????????????????????????? ???????
?????????????????????????????????? ????????????????????????? ??????????????????????????
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????????????? ????????????????? ??????????????????????????????????????????????????????
is highly concentrated in high-income sectors and this segment is being provided 
with goods and services produced by LSE.
The substantial market power of larger Chilean companies lets them controls without 





Additionally, LSE’s control the bulk of domestic demand coming from households 
?????????????????????????????????????????????????????????????????????????
Consumption is even more concentrated than Household Consumption, a tendency 
that has been growing from 1990 onwards.
?????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
Notwithstanding, neoliberal forecasts, this sector tend to be highly concentrated and 
???????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????? ?????????????????????????????????????????? ???????
economy continues waiting for the emergence of that ensured virtuous circle.
In short, the undeniable market power of large Chilean business groups, as well as their 
dominant position in the leading sectors of the Chilean economy is highly related to 
their control of the intermediate inputs supply and of their simultaneous control of 
????????????? ?????????????????????????????? ????????????????????????????? ?????
kind of institutional arrangements are inducing that kind of market control.
In our opinion would be necessary analyse that point focus our attention on the 










sectors and among sizes of enterprises, induced by the trade openness. It would be 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????? ???????
If this arrangement, as has happen in the Chilean case, led to a specialization in primary 
industries and in low value-added commodities, neoliberals argue that as a consequence 
of that Chile would face a stream of high value-added input and output production, 
???????????????? ???????????????????????????????????????????? ????????????????????
intermediate inputs would have embodied a high level of technical progress, which 
??????????????????????????????????????????????????????????????????????????????????
manufacturing sector of non-developed countries. In these cases, they argue that the 
?????????? ??????????????? ??????????????????????????????? ??????????????????????
?????????????????????????????????????????????????????????????? ??????????? ????????
a decline in the relative supply of commodities that, in turn, would induce a shift in 
the equilibrium, producing an increase in the relative price of primary commodities. 
This relative price change would constitute an improvement in the terms of the trade 
???????????????????????????????????????????????????????????????????????????????????
would be translated into welfare gains for developing countries. Unfortunately, 
those virtuous circumstances only occur occasionally at world markets, and seem far 
from constituting a general rule, at least in the Chilean case, in which the described 
behaviour has not occurred. On the contrary, the more possible scenario is not of 
markets returning to a balance of prices which results, in not very long periods, by 
adjusting supply and demand on both sides of the trade relationship. The scenario 
that would ends up settling, in the mid-long term, tends to be one of consolidation 
???????????????????????????????????????????????????248
In the area of technological absorption is clear that Chilean copper mining companies 
maintain a high dependency on Australian, American and Canadian inputs and 
???????????????????????? ?????????????????????????????????????????????????????????????
248 In the Chilean case, after a long cycle of high price commodities, induced by the growth of the 
???????????????????????????????????????????????????????????????????????????????????????????????????????
??????????????????????? ??????????????? ????????????????????????????? ?????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????
progress in their primary and secondary sectors. Independently which, primary prices evolution resembles 
to forecast made by neoliberals, the Chilean strategy of development has had incorrect results.
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That situation is not a consequence of evolution of relative prices but of institutional 
arrangements that promote it. In fact, are the business models of large foreign mining 
companies who promote vertical integration as an easy way to send to their headquarters 
????????????????????????????????????????????????????????????????????????????????????




of that origin increase and the output prices fall, the most common scenario is the 
????????????????????????????????????????????????????????????????????? ?????????????????????






??????? AFF ??? ??? EGA CONST ??? TR FIA SCS TOTAL
Total Intermediate 
Consume 5.228 8.477 ?????? ????? 7.877 ?????? 11.095 10.113 ????? 97.121
????? 10 1 18 1 9 24 411 530 ??? 1.520
??????????? 78 18 158 ? ??? 334 -81 253 573 1.445
Operating surplus 1.589 ?????? ????? 2.201 3.534 ????? 4.127 10.359 ????? 49.359
Labour 
Remunerations 1.289 1.527 3.823 319 ????? ????? 2.211 ????? 10.181 34.133
????????????????? ????? ?????? 10.489 2.527 ????? 8.589 ????? 17.989 ?????? ??????
???????????????
Production 8.193 20.784 40.952 9.478 14.793 19.052 ?????? 28.101 ?????? 183.578
Componentes of 
????????????????
??????????? AFF ??? ??? EGA CONST ??? TR FIA SCS TOTAL
??? ??? EGA CONST ??? TR FIA SCS
????? 0,01% 0,00% 0,01% 0,00% 0,00% 0,01% 0,22% 0,29% 0,28% 0,83%
??????????? 0,04% 0,01% 0,09% 0,00% ????? 0,18% -0,04% 0,14% 0,31% 0,79%
Operating surplus 0,87% ????? 3,54% 1,20% 1,93% 1,94% 2,25% ????? ????? ??????
Labour 
Remunerations 0,70% 0,83% 2,08% 0,17% 1,78% 2,54% 1,20% 3,73% 5,55% 18,59%
????????????????? ????? ????? 5,71% 1,38% 3,77% ????? ????? 9,80% 9,81% 47,10%
???????????????
Production ????? 11,32% 22,31% ????? ????? 10,38% ????? 15,31% 13,33% 100,00%
????????????????????????????????????????????????????????????????????
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This situation, which is repeated in most of the sectors of the economy with a 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
value added of the economy is unevenly distributed between sectors, generating 
???????????????????????????????????????????????????????????????????????????????????????
sectors, secondarily in mining and manufacturing sectors and lower returns in the 
remaining sectors.








of Chilean economic governance. Using the methodology described previously, we 
????????????????????? ???????????????????????? ???????? ??????????????????? ???????
Economy for year 2008.249? ???????? ???????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????




249? ????????????? ???????? ????? ???????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 432
432
Table 7.4. (A).????????????????????? ???????????????????????????????????
?????????????????????????????????????????????????????????????????
Components 
?????? Firms / Size
Intermediate Utilization Final Utilization





Small ????? 1.192 9.022 12.899 301 ?????
?????? 2.458 ????? ????? ?????? ?? ???
Large 7.057 4.531 ?????? 50.241 10.119 4.895
Total DP 12.200 7.397 54.150 73.747 10.495 7.025
Imports ?????? 2.193 2.354 18.827 23.374 0 949
???????????
????????????? 241 108 1.170 1.520
??????????? 280 211 954 1.445
Operating 
surplus 7.871 4.910 ?????? 49.359
Labour 
Remunerations ????? ????? 23.342 34.133
???? 30.550 18.007 135.021 183.578
????????????????????????????????????????????????????????????????????
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????? ????? 717 40 4.217 1.421 ??????  30.550
??? 1.734 0 ?? 2.703 ????? 7.400  18.007
7.085 ?????? 0 ??? 9.480 34.933 84.780
 
135.021
10.213 ?????? 717 702 ?????? 38.028 109.830 183.578
????? 4.358 481 ????? 925 0 0 ???????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 434
434
Using this tool, it is possible to visualise the role that each size of companies contributes 
to the intermediate consumption of each size of company, identifying the role of each 
















technological heterogeneity between Small, medium and large enterprises.
???????????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ???????????????????????????????????????????????????? ???
utilised in 2008, 135,021 billion corresponded to inputs, goods and services produced 
by large companies, whilst micro, small and middle-sized enterprises produced, in 




250? ?????????????????????? ????????????????? ??????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????????
its participation in the GDP should be higher. However, as the column of inventory variations reveals, 
????????????????????????????????? ?????????????????????????????????????????????????????????????????????????
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????????????????????????????????????????????????????????????????????????????????????
corresponded to inputs, goods and services produced by large companies, whilst micro, 





an imported component, in absolute and relative terms, much higher relatively than 
??????????????????????????????????????????????????????????????????????????????? ??????
2008, 135.021 billion corresponded to goods and services produced by the strata of 









251? ?????????????????????? ????????????????? ??????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????????
its participation in the GDP should be higher. However, as the column of inventory variations reveals, 
????????????????????????????????? ?????????????????????????????????????????????????????????????????????????




252? ????????????????? ??? ???????????????????????????????????????????????????? ??????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????




















which production and utilization area distributed and, additionally, we can observe the 
???????????????????????????????????????????????????????????????????????????????????
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contribution to GDP, but in the small enterprises, utilization of imported inputs is 
only around 7% of that contribution.
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utilization, the situation look even more clear.
Table 7.4. (D). Composition of Intermediate Utilization Disaggregated by size. 
????????????????????????????????? ????????????
Components 
?????? Firms / Size
Intermediate Utilization
Small ?????? Large Total
Domestic 
Production
Small ???? ???? 12,2% 17,5%
?????? 3,3% 2,3% 8,8% 14,4%
Large ???? ???? 52,4% ?????
Intermediate Utilization of 




???? ??????????????????????????????????????????? ???????????? ??????????????????
LSE demand 52% of total domestic inputs utilised in the economy from others LSE 
?????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????






the general tendency of dominance of LSE remain constant and their market control 
is overwhelming, both when operating as customers, and when they do as suppliers.
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7.12. Size Structure and Final Utilisation
??????????????????????????????????????????????????????????? ???????????????????????????
of domestic inputs and utilization and of such inputs, are dominated by LSE. However, 
????????????????????????????????????????????????????????????????????????????????????????????






























































































301 ????? ????? ????? 717 40 4.217 1.421 ?????? 30.550
?? ??? ??? 1.734 0 ?? 2.703 ????? 7.400 18.007
10.119 4.895 7.085 ?????? 0 ??? 9.480 34.933 84.780 135.021







????????????????????????????????????? ???????? ???????????????????????????????? ???????
????????????????????????????????????????????????????????????????? ???????????????
???????????? ???????????????????????????? ??????? ?????????????? ?????????? ????
?????????????????????????? ??????????????????????????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 442
442



































































































Small 0,27% 1,52% 2,25% ????? ????? 0,04% 3,84% 1,29% ?????
?????? 0,07% 0,42% ????? 1,58% 0,00% 0,08% ????? 1,52% ????
Large 9,21% ????? ????? ?????? 0,00% 0,52% ????? 31,81% 77,2%
Total DIU ????? ????? 9,30% 23,90% ????? ????? 14,93% ?????? 100,0%
????????????????????????????????????????????????????????????????????










goods displayed by the Chilean economy yet.
??????????????????????????????????????????????????????????? ???????????????????????? ???
favourable to that, showing the hard presence of factors that condition that conduct. 






Processed on: 20-2-2019 PDF page: 443
443


































































































Small 1,70% 9,43% 13,97% ?????? ????? 0,23% 23,89% 8,05% 100,0%
?????? 1,02% ????? 8,95% 23,44% 0,00% ????? ?????? ?????? 100,0%
Large 11,94% 5,77% ????? 20,87% 0,00% ????? 11,18% 41,20% 100,0%








































































































Small 2,87% ?????? 24,15% ?????? 100,00% 5,71% 25,72% 3,74% ?????
?????? 0,72% ????? ????? ????? 0,00% 12,25% ?????? 4,40% ????
Large ?????? ?????? ?????? ?????? 0,00% 82,05% 57,81% ?????? 77,2%
Total DIU 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
????????????????????????????????????????????????????????????????????
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revealed in this Table.
?????????????????????????????????????????????????????????????????????????????????
??????????????????????? ???? ?????????????????????????????????????????????????????????????
production of each size of companies to each stratum of household. The participation of 
each size of enterprises in the provision of domestic goods demanded by each category 
??????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????






arrangements to this respect are characterized by important presence of subcontracts 
??? ????? ?????????????????????????????????????????????????????????????????????
controlled by them but which don lets them to use their “scale economies”. However, 
the general tendency is an increment in vertical integration and a reduction of market 
????????????????????????????????????????????????????
This tendency of raising LSE control of Final demand is spreading on all sectors of the 
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??????????????????????????????????????????????????????????????????????????????????
of inputs produced by small and middle-sized enterprises.
The implications of this situation are quite clear. Given the current conditions of low-
productivity and productive disarticulation between sizes of companies, even though 
?????????????????????????????????????????????????????????????????????????????????
the growth process of the national economy. This occurs because large companies 
mainly demand inputs from companies of a similar productivity. However, when small 





the worldwide concentration standards accepted by antitrust authorities, moreover, 
their global market share were, this year, about 70% of total sales of the economy.253 
Additionally they provide almost 74% of inputs produced by the economy. They are 
also the main input suppliers of the about 740 thousand companies that Chilean IRS 




sectorial and synergic inter-size and intra chains relationships. This lack of appropriate 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ????????????????????????????????????????????? ?????
allow small and middle-sized enterprises to be reinforced by the productive activities 
???????????????? ?????????????????????????????????????????????????????????? ???????
absolutely controlled by the larger companies, the severe absorption of intermediate 
???????????????????????????????????????????????????????????????? ????????????????
the inputs markets
In an open economy, every company should be able to import inputs from abroad, 
???????????????????????????????????? ????????????????????????????????????????????????
253? ???????? ???????????????????????? ??????????????????? ??????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????
market share of LSE controlled by larger business group in only 70%.
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of poor quality. However, Chilean importation of inputs appears concentrated in 
?????????????????????????????????????????????????????????????????????????????????
concentrated larger domestic goods suppliers.
Then, these issues raised two relevant questions that this research needs to answer:
?? ???????????????????????????????????????????????????????????????????????????
???????????????????????????????
?? ?????? ????????? ???????????????? ???????????????????? ??????????????? ???
???????????????????????????????????????????????????????????????????????????????
which would enable better dissemination of technological progress and an 
????????????????? ??????????????????????????????? ????????????????
????????????????????????????????????????????????????????????? ??????????????????
which situation has been installed
The information already displayed show that even though the Chilean economy is 
???????????????????????????????????????????????????????????????????????????????????????
are solidly linked to large companies. This group, at the same time as succeeding in 
????????????????????????????????????????????????? ???????? ?????????? ??????????????
of arrangements mainly developed during the post dictatorship period.
?????????????????????????????????????????????????????????????????????????????????
????????????????? ?????????????????????????????????????????????????????????????




relationships that substitute market relationships by vertical practices of coordination, 
???????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????
These new neoliberal hierarchized business relationships are not only based in the 
eight kinds of arrangements already described. These are just the main institutional 
????????????? ????????????????????????????????????????????????????????????????????????
in which the neoliberal institutions of governance have been built. However, the 
???????????????????????????????????????????????????????????????????????????????????????
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of transaction, on the contrary, their purposes are oriented to reduce or eliminate 
?????????????????????????????????????????????????????????????????????????????????
large-scale companies.
The outcomes of the Chilean model are dependent on the neo-liberal institutional 
environment, but mainly on the institutional arrangements built between 1990 and 
2009. These were based on the political decisions of new authorities and constituted 
an essential part of the institutional framework within which the Chilean economy 
???????????????????????????? ?? ??? ??????????????????????????????????????????????????
have resulted in important levels of economic concentration, and reciprocally, in a 
????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????? ????
In short, the use of some mechanisms as the outlined above, have formed a dense 




On that bases, the large companies have designed and installed the grounds of the 
market governance of domestic input demand. In a few words, they administer foreign 
????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
domination of imported goods market, a key area that may be visualized looking at 
????????????????????????????????????? ?????????????????????????????????????????????
All of this information forms a clear picture of the way in which LSE have taken 
control of the main part of Chilean foreign trade, internal markets and other areas 
of the domestic economy like government consumption. Even when trade openness 
????????????????????????????????????????????????????????????????????????????????????????





degree oriented towards foreign trade especially toward commodities markets, however 
??????????????????????????????????????????????????????????????????????????????
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This is an issue worth highlighting because the productive convergence proposal, 
??????????????????????????????????????????????????????????????????????????? ????????????
strong linkages between sectors and company sizes, so that openness would act as a 
mechanism to spread technical progress and modernisation to the economy as a whole. 
However, in the Chilean case, we note that when combining a highly regressive 
income distribution with a structure of weak linkages between sectors and companies, 
followed by implementation of a predatory business model, trade openness and market 
liberalization can hardly generate, by themselves, productive convergence in the Chilean 
???????????????????????????????????????????????????????????????????????????????
??? ????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????? ?????????????????????????????????? ????? ?????????????
????????????????????????????????????????????????????????????????????????????????
?????????????????????????? ????????????????
Objective deployment of positive outcomes associated with trade openness and market 






the same time are structurally unable to promote and disseminate technical progress 
in the economy. In a nutshell, the institutional environment and the institutional 
????????????? ??????????? ???????????????????????????????????????? ???????????????
that they have become a sort of “market-trap” that constrain economic growth, establish 
hard boundaries to progressive income redistribution, even though it favours market 
???????????????????????????????????????????????
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????????????? ??????????????????????????????????????????????? ????????????? ????????
??????? ?????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
corresponded to labour remunerations or capital retributions and which are the variables 






factors are actually focused on LSE, in the same way that intermediate consumption 
????????????????????????




Small ?????? Large Total
???????????
????????????? 241 108 1.170 1.520
??????????? 280 211 954 1.445
Operating surplus 7.871 4.910 ?????? 49.359
Labour Remunerations ????? ????? 23.342 34.133
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Small ?????? Large Total
???????????
0,28% 0,13% 1,35% ?????
0,32% 0,24% 1,10% ?????
9,10% ????? 42,31% 57,09%
8,98% 3,50% 27,00% 39,48%






in horizontal percentages of total value added.





Small ?????? Large Total
???????????
????????????? 15,85% 7,13% 77,01% 100,00%
??????????? 19,37% ?????? ?????? 100,00%
Operating surplus 15,95% 9,95% 74,11% 100,00%
Labour Remunerations 22,75% ????? ?????? 100,00%


















Small ?????? Large Total
???????????
????????????? 1,49% 1,31% 1,89% ?????
??????????? 1,73% ????? 1,54% ?????
Operating surplus 48,72% 59,47% ?????? 57,09%
Labour Remunerations ?????? ?????? ?????? 39,48%
?????????????????? 100% 100% 100% 100%
????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
observe that, while small companies divide their added value almost equally between 
????????????????????????????????????????????????????????????????????????????????





already analysed gap between labour remuneration, and labour productivity evolution. 
??????????????????????????????????????????????????????????????????????????????????? ???
underpay labour, is being complemented by rents associated to LSE negative business 
??????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
are impossible to be sustained without the presence of formal arrangements established 
between labour and capital, whether they were voluntarily accepted, or if are imposed 
by the intervention of some authority.
Any attempt to undermine the legal foundations of such institutional arrangements 
?????? ??????????????????????????????????????????????????????????????????????????????????
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an attack on property rights, an erosion of the empire of law and like an undermining 
of the basic institutions that ensure economic progress.
?????????????????????????????????????????????????????????????????????????????????
agencies, and by some scholars who recognize rows within NEGT approach254??????
by a few rational-choice institutionalists255. However, we believe that the dark picture 
they describe, in general is not adequate.
The actions, that for some constitute a threat to the institutional bases that are declared 
??????????????????????????????????????????????????????????????????????????????????
adequate to implement the most relevant challenges that the Chilean economy needs 
to surpass the regressive relation established in Chile by the neoliberal model.









relationships with the rest of the economy and at the same time has meaningful power 
?????????????????????????????????????????????????????????????????????????????? ??????
other hand, the second, group, due to its small size and decreasing market share, has 
254? ?????????????????????????????? ??????????????????????????????????????????????????????????????????????




produces higher rates of growth, which eventually yield much higher living standards.
255 Rational choice theory tends to view political institutions as structures of voluntary cooperation 
????????????????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????? ???????????????????????????????????????????????????????????????????
best scenery for development. That approach asses that, when property rights are weakened, economic 
?????????????????????????????????????????????????????????????????????????
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little impact on growth, despite and even has certain relevance demanding a large 
???????????????????????????????????????????????????????????????????????????????????????????
arrange installed y LSE and enforced from the State.
Supporting in facts this conclusion, the chapter let us conclude that:
?? ??? ??????????????????????????????? ????? ????? ?????????? ??????????????????
??????? ????????? ????? ?? ?????? ??????? ??? ?????? ??????? ?? ????????????
framework, primarily operate giving priority to the construction of networks 
??? ???????????? ?????????????? ?????????? ?? ???? ???????? ?????? ???? ??????????
with them hierarchical modalities of vertical integration. The institutions of 
??????????? ??????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????
process. The role of small business, and labour force, partially or completely, 
?????????????????????????????????????????? ??????????????????????????????????
enforced by neoliberal regulations and by administrative actions implemented 




a growing group of its old suppliers of smaller size, replacing for production 
??????????????????????????????????????????????????????????????????????????
based on hierarchical business arrangements, oriented to reduce the market 
????????????? ????
• These predatory practices characterize the overriding business model of the 
Chilean economy. The set of institutional arrangements that are part of the 
“neo-liberal package”, within which the institutions of governance of the 
???????? ????????????????????????????????????????????????????????????????????
model, ordering the economic activity as a whole. However, the power of 
the business model that made part of market s´ institutions of governance, 
???????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
individualistic, to Chilean society.
• The institutional arrangements contained within the leading business model 
?????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????? ????????????????????????????
of the value added, vis a vis evolution of the TFP in the Chilean economy, it 
??????????????????????????????????????????????????????? ????????????????????
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reduce transaction costs. To be more precise, they are only oriented to capture 






enforced by current institutional arrangements. If relations of unilateral power 







by high vertical integration. This model organizes multiples institutional 
??????????????????????????????????????????????????????????????????????????????
??????????????? ????????????????????????????????????????????????????????????????
by LSE and their own contribution to the intermediate production are mostly 
????????? ??????????????? ??? ????????????? ?????? ????? ???????????????? ??????
companies additionally demand the body of domestic input production and 
???????????????????????????????????????????????????????? ??????????????????????
is clear that large companies, controlled in turn by a small number of economic 
groups, have overwhelming control of both supply and demand for inputs in 
the economy. This results in their undeniable control of intermediate domestic 
production.
• Small and middle-sized companies have been losing control of the input market 
?????????????????????????????????? ??????????????????????????????????????????
the situation is analogous, as corporations provide the bulk of domestic 
????????????????????????????????????????????????????????????????????????????
of high-income household demand, practically all Government demand and 
????? ????????????????????????????????????????????????????????????
?? ???????????????? ??????????????????????????????????????? ????????????????????
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????? ???????????????????? ????????? ?????????????
??????? ?????????????????????? ?????? ???????????????????????????????????????
The asymmetric relationship that conforms that arena has produced a situation 
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has been produced further market power for the LSE. Such kind of power 
??????????????????????????????????????????????????????????????????????????????
combination with other factors it has crystallised into a business model, which, 
step by step, increases the concentration of markets in a seemingly automatic 
way.
• The LSE’ market power constitutes a powerful force in support of the neoliberal 
status-quo given that any development strategy, ignoring the aforementioned 
truths, even if it is oriented to obtain good distributional results, would 
certainly face setbacks in terms of economic growth.
?? ???????????????????????????????????????? ?????????????????????????????????????
when disaggregated by size, permits us to clearly observe how some of the most 
important automatic mechanisms, which are the basis for the permanence of 
neoliberal development model, operate. The performance of the Chilean LSE 
??????????? ??????????????????????????????????????????????????????????????????????
from the market and with the institutional arrangements established with other 
????????????????????????????? ?????????????????????????????????????????????????
of institutional governance operating against the competition rules and that 
handle several devices that provide solid and broad walls between them and 
the open market.
• Those devices allow larger enterprises to take competitive advantages over 
???????????????????????? ????????????????????????????????????????????????????
????????????? ?????????????????????????????????????????????????????????????????
institutional factor and, all of them are supported by a sophisticated network of 
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????? ?????????????????????????
trade openness, allowing the serious capture of the political system and public 
policies.
?? ???? ?????????? ?????????? ?????? ??? ???????? ?????? ??? ???? ??????? ??? ???????
economic groups, only has lost some degree of vigour as a result of the presence 
???????????????????? ????????????????????????????????????????????????????????
progression. However, the Chilean economy does not show greater signs of a 
reversal in its tendencies towards concentration.
?? ????????????? ?????? ???????????????? ???? ??????? ??? ?? ?????????????????? ???
domestic intermediate demand, which is produced by large companies and 
geared toward products and services produced by companies of similar size, 
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Processed on: 20-2-2019 PDF page: 456
???
productivity and economically linked to the same business group or its 
partners. This situation is drive by a sophisticated set of formal and informal 
arrangements in which are involved large enterprises oriented to the domestic 
????????????????????????????????????????????????????????????????
?? ?????????????????????????????? ???????????????? ????????????????????????????
their great capacity to shape the trade preferences of the public and make use 
of their tight control over their small suppliers, which are trying to capture the 
reduced market share that is not vertically integrated yet. The application of an 
aggressive and predatory business model, complemented by absolute control 
of the media and the publicity channels in the hands of a few large business 
groups, has resulted in their growing control of commercialisation channels. 
The hard rules of the game imposed by LSE that control these channels, has 
?????????????????????????????????????????????????????????????????? ???????????
????????????? ??????????????????????????????? ??????? ????????????????????????
governance, as a whole.
?? ??????????????????????????????????????????????????????????????????????????????????
such a way that the patterns of Government consumption and also of Chilean 
families are highly conditioned by power of large companies. The LSE policy 
of vertical integration has promoted the well-known aggressive process of 
?????????????????????????????????????????????????????????????????????????????
???????????????????? ?????? ?????????? ?????????? ???????????? ???? ????????????
constitutes a serious boundary to development of market competition.
• The vertical integration of LSE is generally built on business model, whereby 
??????????????????????????????????????????????????????????????????????????????
In Chilean markets, asymmetry of contracts between sizes of enterprises is 
????????????????????????????????????????????????????????????????????????????????
accept in any way: Then, generalized result is insolvency of small enterprises 
and the absorption of its market share by larger enterprises that concentrate 
??????????????????? ????????????? ??????????????????????????????????????????
in a clear way the intensity with which this phenomenon has grown in markets 
??????????????????????????????????????????? ????????????????????????????????
consumption. Practices that make possible such levels of concentration, are 
not regulated or condemned by the weak Chilean antitrust law, a situation 
which constitutes a break in the allegedly based on competition institutional 
environment. That situation does not seem worrying to neoliberal economist 
and either has been seriously faced by any post-dictatorship Government.
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Processed on: 20-2-2019 PDF page: 457
457
• All the previously described elements are the forces that have produced the 
????????????????? ????????????? ?????????????????? ???? ??????????? ?????????
???????????????????????????????????????????????????????????????????????
built the institutions of governance that are ruling the Chilean economy. These 
?????????????????????????????????????????????????????????????????????????????????
that would enable the dissemination of technological progress in the productive 
???????????????????????????????? ???????????????????????????????????
• The simultaneous presence of a discourse that defends free market and 
competition and predominance of a business model that promotes concentration 
and oligopoly of markets, is at the core of Chilean neoliberal model. That 




political stability of any government.
• All of this element frame parts and mechanisms that form the institutional 
structure of the Chilean economy. The system of market governance 
predominant in Chile presents some distinctive characteristics with regard 
to ownership, control, and capital markets, which emphasise its neoliberal 
??????????????????????????????????????????????????????????????????????????????
throughout openness and market liberalisation, an economy characterised by 
widely dispersed ownership, liquid stock markets, low levels of inter-corporate 
cross-holdings and competitive markets. Nevertheless, the economic dynamic, 
???????????????????????????????????????? ???????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
high levels of ownership concentration, capital markets which induce low levels 
??? ????????????????????????????????????????????????????????? ????????????????
cross-holdings.
• In general, it is assumed that the optimal governance system is a function 
of parameters such as the degree of development of markets, the quality of 
???? ????????????? ???? ???? ????????????? ??? ???? ?????? ? ??????????? ????????? 
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about the quality of institutions available to enforce business deals, as well as 
??????????????????????????????????????????????????????????????????????????????
market asymmetries and who are in the origin of their low productivity.
?? ??? ??????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????
followed by lower labour productivity and higher input costs, and not by the 




???????????????? ??????? ????????????????????????? ???? ???????????????????????
in a picture clearly opposite to that.
?? ????????? ????????????????????? ?????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????
??????????? ???? ???????????????????????????????????????????? ?????????????????
?????????????????????????????????????????????????????????????????? ??????????
focused on high price commodities, abundant natural resources and weak 
?????????????????????????? ???????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????
would preclude non-necessary improvements of productivity, high quality 
management or innovation activities.
• As we have displayed in this chapter, public policies, the economic framework, 
the institutional environment and governance institutions reinforce this 
situation. Additionally, business models supported by institutions and by a 
????????????????????????????????????????????????????????????????????????????
?????????????????????????????????? ?????????????????????????????????????????????????
neoliberalism, as ideology, be linked to the economic interests and strategies of 
large business groups and continues defending the adequacy of their proposals, 
???????????????????????????????????????????????????????
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Chapter 8
Neoliberal Development Strategies and Institutional Traps
In the previous chapter, we analyse the from the economic side the business relationships 
??????????????????????????????????????????????? ?????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
of this chapter is to describe and evaluate, from the political side, the bases of the 
concentration process, both at the level of the institutional environment as to the level 
of institutions of governance.
??????????????????????????????????????????????????????????????????????????????????
level of the political constitution of the state and of the others macro and micro rules 
of the game that have cemented the increasing market and non-market power of 
Chilean business groups.




The process of economic concentration is here analysed by observing how it links 
to the process of institutional capture of Chilean governments by the economic 
elites and then, based on the previous analysis, we describe the restrictions that the 
??????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
country seeks to achieve.
As we have previously analysed, the conceptual framework that, in recent decades, 
guided the Chilean process of economic openness has been solidly anchored in a 
neoliberal take on the neoclassical approach, which the market is not understood as 
a particular rule of the game. In fact, neoliberals don’t see institutions in general and 
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?????????????????????????????????????????????????????????? ???????????????????????????
economy. This means that for them, the “fully-rational-homo-economics” are able 
to freely choose the type of the economic interchange system to which they want to 
incorporate. Then, from neoliberal perspective, the study of the institutions should 
not be an adequate device for the analysis of the performance of a pricing system for 




promised at the time, being far below not only of their statements, but also of those 
imagens that have allowed to them to generate recognition from various sectors so 
far, the neoliberal perspective, we will now focus on an alternative analysis to theirs, 
using an institutionalist perspective.
?????????????????????????????????????????? ???????????
??????????????????????????????????????????????????????????????????????????????????
consequences of self-interested rational choice, whereby one’s choice may be limited 





be to vest rather than orient their real goals.
???????????????????????????????????????????????????????????????????????????
implement a process of economic and social transformations of some magnitude, in 
practical terms, the neoliberal model understood that put into operation process of 
macroeconomic adjustments, trade openness and price-liberalisation is not enough. 
The central issue to them is to ensure the long-term sustainability of the rules of the 
game that enable neoliberal reforms, assuming that these changes and the market 
itself, become by themselves appropriate devices to consolidate new allocation and 
??????????????? ??????????? ?????????????????????? ??????????????????????????????????????
of the economic order as endowed with an autonomous evolution, the implementation 
of this model in Chile was far from leaning to predominance of market mechanisms.
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In this respect, in the previous chapters, we have shown that in the Chilean case, the 
installation of those rules of the game that have shaped the institutional environment 
of the country, have determined the structure of the economic system that organises 
the relations between economic actors from the political sphere. The political system 
has operated in Chile as the dominant sphere of the “action arena” from which the 
new forms of capital accumulation that currently characterise the economy have been 
articulated. From that perspective, the rules of the game may be delineated only after a 
feasible and complete set of such rules has materialised, as occurred in Chile after 1990.
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
was constituted by the intersection of these possible sets of variables. This occurred in 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
organisation of the economic activities and concerning the nature of the community 
within which the arena played a role.
From this perspective, we will show in this chapter which political institutions have had 
?????????????????????????????????????????????????????????????????????? ??????????????
structure of the country, constituting the place where the institutional arrangements, 
?????????????????????????????????????????????????????????????????????????????? ??




of power in Chilean society. In turn, that new balance has been the core variable 
?????????????????????????????????????????????????????????????????????????????????????
??????????????????????????? ??????????????????????????????????? ????????????????
agents and social groups.
8.2. Exogenous and Endogenous Factors in the Consolidation of 
the Chilean Model of Development
??????????????????????????????????????????????????????????????????????????????????
economic model in Chile, in this chapter we will detail by analysing its consolidation 
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The neoliberal thinking has sustained that for developing economies such as Chile, 
keeping a pro-market orientation, defending property rights, achieving a certain 
macroeconomic balance and driving “institutional” macro reforms that are focused 
???????????????????????????????????????????????????????????????????????????????????
an economic development. In their discourse, no relevant space is given to any other 
policies or institutional changes that may be required to attain this objective.
This assessment complies with the fact that the Chilean model was the result of an 
??????????????????????????????????????????????????????????????????????????????????????
the academic and political weight of the school of Chicago in the 70s, or the role of 
????????????????????????????????????????? ??? ?????????? ?????????????????????? ????
??????????????????????????????????????????????????????????? ???????????? ?????????
have coincided with the perspective and interests of national actors. The creativity 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
the consequences associated with its implementation.
At the political level, institutional arrangements and the institutional environment 
??????????????????????????????????????????????????????????????????????????????
periods and actors. The dictatorship determined the institutional environment within 
??????????????????????????????????????????????????????????????????????????????
the game, grouped under the umbrella of the 1980 Constitution,257 as well as its 
257? ????????????????????????????????????????????????????????????????????????????????????????????????????
force in Chile. After the coup of September 11 of 1973, not only was the 1925 Constitution suspended, 
but also, it was sought to create a new institutionally that, some ideologues of the dictatorship tried 
??? ??????????? ??????????????? ????????????????????????????????????????????? ???????????????????????? ???
institutions inspired in neoliberal principles. A commission, appointed by the dictatorship composed of 




submitted to the opinion of the public through a so-called “National Plebiscite of 1980”, in which the 
“new constitution” was approved. This plebiscite has been and continues to be questioned, given the 
??????????????????????????????????????????????????????????????????????????????????????????????????????????
siege, there were no electoral registers and the opposition was prevented from campaigning, since some 
???????????????????????????????????????????????????????????????????????????????????????????????????????
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association with the so-called “authoritarian enclaves”. Nevertheless, the installation 
of a new institutional environment and institutional arrangements associated with 
the implementation of the neoliberal model, were mostly, designed, consolidated and 
????????????????????????????????????????????????????????????? ????????????????????????
we have analysed in this research.
The great institutional rule of the Chilean neoliberal model is the Constitution of 
1980, which, as we will discuss in this chapter, is an “Economic Constitution”, since 
in it are legally ordered structures and economic relations in which not just citizens 
are involved. Additionally, this type of constitution increasingly involves the State 
??????????????????????????????????????????????????????????????????????????????????????
The rules of the game that the neoliberal constitution applied to the Chilean economy 
?????????????????????????????????????????????????????????????????????????????????????
the dictatorship, which strongly limited the possibility of a subsequent change to those 
rules. The reason for the barely altered institutional environment of the 70s can be 
related to the type of political regime that was able to impose this authoritarianism.
That regime is, even at the present, an attenuated form of “democracy” of neoliberal 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????
From 1990 onwards, there is a broad spectrum of legally established political parties in 
Chile. A parliament operates and it is elected together with the President of the Republic 
by means of free elections. Additionally, complete freedom of the press theoretically 
???????? ??????????????????????????????????????????????????????????? ?????????????
????? ??????????????????????????????????????????????????????????????????????? ??????????
of them are political, others are economic and others cultural.
The free press and independent media are only free and independent from the State. 
The most marked case of concentration occurs with newspapers of national circulation, 
?????????????????????????????????????????????????????????????????????????????????
?? ???????????????????????????????????????????????????????????????????????????????
in the politic and cultural area, as a protecting trench of the neoliberal institutions.
Although large sections of the population did not recognize its validity, the Constitution of 1980 entered 
????????????????????????????????????????????????????????????????????????????????????????????????????????
contained 120 articles, with 29 transitory terms.
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From the economic side, the asymmetries of power and assets´ resource ownership pre-
???????????????????????????? ?????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
social institutions of neoliberal character. They were promoted by the most powerful 
???????????????????????????????????????????????????????????????????????????????????
???????????? ?????????? ?????????????????????? ???????????????? ????????? ???????????
a set of institutions in charge of re-enforcement of pre-established commitments to 
the particular rules of behaviour already designed and implemented by the military 
dictatorship.





conformation of public opinion which, has become complete dominated by these 
incumbent business groups
From the political side, several powerful devices are in motion in a way that has been 
resilient to mayor changes. One of them is the lack of democratisation of the right 
wing and their permanent resistance to any political openness. Another factor has been 
the “neo-liberalisation” of the left wing. On that basis, the biggest cultural change 
in the post-dictatorship period has been the weakening of societal spirit that allowed 
???????????????????????????????? ??? ?????????????????????????????????? ??????????????
been the reduction of associative tendencies and the de-politicisation of society. In the 
???????????????????????????????????????????????????????????????????????????????????????
positioned as spectators rather than actors, there is a marked contrast between private 
and public interests, an increase in the pursuit of competition and material success, as 
well as the transformation of consumption into a source of social prestige.
?????????????????????????????????????????????????????????????? ??? ????????????????????
that acted as a “guide” to the post-dictatorship Chilean economic programme. In reality, 
the proposal was adopted given that was functional to policy strategies previously 
developed in the country. Starting from there, given the support from multilateral 
????????????????????????????????????????????????????????????????????????????????????
allowed them to assume, in a non-always visible way, political and economic hegemony 
?????????????????????????????????????????????????????????????????????????????????
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allowing it to overcome the character of a domestic political proposal, a fact which 
turned out to be quite attractive to the economists and politicians who went on to 
??????????????????????????????????????????????????????????????????????????????
the post-dictatorship governments was a key element of the non-democratisation of 
?????????????????????????????????????????????????????????????????????? ?????????????????
left wing “neoliberalisation”, a sector that, in the economic area, started to assume 
positions which, during the dictatorship, it had fought.




1. The political domain refers to democratic rights, political power and 
????????????????????????????????????????????????????????????????????????????
2. The economic domain covers the access to markets and services, the 
organisation of livelihood strategies and the relationships among corporate 
actors.
??? ???????????????????????????????????????????????????????????????????????????????
based on trust, reciprocity and solidarity - that could provoke collective action.
4. The cultural domain particularly covers the identity constructions that shape 
the sense of belonging.
5. Finally, the ecological domain refers to responsibilities and responsible 
stewardship of the natural environment.
??????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
institutions of governance that have been built in Chile under the umbrella of the 
neoliberal model of development.
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??? ??????????????????????????????????????????????????????????????????????????
provides insight into the opportunities or constraints for participation in 
development and its implications for chronic poverty and inequality.




iii. Identity, culture and sense of belonging: This third dimension refers to aspects 
????????????????????????????????????????????????????????????????????????????
model that gives rise to:
?? ????????????????????????????????????????????????? ???????????????????????
associated to trade openness and market liberalization,
• The motivations for underwriting or fighting prevailing institutional 
arrangements, accepting or refusing their impact on citizenship at agency level.
?????????????????????????????????????????????????????????????????????????????????????????
to study them have been placed in the core perspective of this research and after some 
???????????????????????????????????????????????????????????????????????????????????
neoliberal institutions, will address hereunder.
8.4. The Political Domain: Democratic rights, political power 
and democratic participation
?????????????????????????????????????????????????????????????????????????????????????
the neoliberal model during the period under study, we will focus on four themes:
• The political construction of the neoliberal institutional environment during 
dictatorship period.
• The installation of neo-liberal political institutions in post-dictatorship Chile.
• The dynamics of adaptation and survival in democracy of the institutional 
environment of the dictatorship period.
• The mechanism of neoliberal capture of dictatorship government.
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8.4.1. The Establishment of a Neoliberal Institutional 
Environment during Dictatorship Period.
As we analysed in previous chapters, the 1973 coup meant a strong institutional 
breakthrough for the Chilean economy and society with repercussions that were seen 
beyond the Chilean borders.
???????????????????????????????????????????????????????????????????????????????????
“merit” of having announced the unleashing of the neoliberal cycle worldwide in 
?????????????????????????????? ??????????? ??????????????????????????? ?????????????????
???????????????????? ??????????????????????????? ????????????? ????????????????????




highlight the uniqueness of the Chilean process, noting that this is the main case of 
??????????????????????????????????????????????????????????????????????????????????????
its coverage. Touting its long duration and the publicity made of its case worldwide 
as success.
The most attractive element of the Chilean model and to which its success is attributed, 
has been the creation of new rules of the game, that have shaped an institutional 
????????????????? ?????????????????????????????????????????????????????????????????
were built. However, as we have shown in the previous chapters, the implementation 
of these rules has not been able to produce the results that have been attributed to it.
Contrary to what had been promised, the institutional environment that has been 
created, instead of promoting mechanisms of resources allocation and distribution, 
???????? ????????????????????????????????????????????????????????????????????????? ???????
?????????????????????????????????????????????????????? ???????????????????????????
Although the concentration of incomes and the presence of business groups controlling 
???? ??????????????????????????????????????????????????????????????????????????????
groups have been materialized as such during dictatorship times.
?????????????????????? ???? ?????????????????????????????????????????????????????????
position supporting themselves upon the neoliberal policies and on the easy capitalization 
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Nevertheless, some of the families and individuals that control those groups, had 
accumulated strong economic positions during the period of import-substitution. Its 
current power and insertion into the new model of development was a new phenomenon. 
??????????????????????????????????????????????????????????????????????????????????
formation of business groups supported on the implementation of three groups of 
neoliberal rules of the game, acting as pillars of the new institutional environment
??? ???????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????
that is, the so-called “Subsidiary State Principle”. Its adoption by the military 
????????????????????????? ??????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
to privatisation of two environmental assets: The “non-produced assets” and 
the pool of “common goods”.





• Consumers, currently disorganised and devoid of any ability to face the 
power of market of large business groups.
3. The third group consisted in a hardly structured group of arrangements that 
????????????????????????????????????????????? ???????????????????????????????????
retirements. The system of compulsory management of these funds by private 
?????????????? ??????? ???????????????????????? ??????????? ?????? ???????????
????????????????????????????????????????????????????????????????????????????
of about 30% of bonds acquired by the AFP. This kind of arrangement, in a 
small market like Chile, placed the bulk of the country’s process of saving and 
investment, in the hands of a particular economic group.
????????????????????????????????????????????????????????????????????????????????????
business groups have consolidated, during the dictatorship period, a system of income 
???????????????????????????????????????????????? ?????????????????????????????????????????
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8.4.2. The Gattopardo Times: The Update of the Old Regime s´ 
Institutions during the Post-Dictatorship Period.
Even though the 1980 constitution is essentially an economic constitution, it has 





The total success of the Chilean transition process inaugurated in 1990 would have 
required from the new governments, to concentrate on the early and rapid elimination 
?????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????? ??????????????????????????????????????????????
Those constitutional traps or deadlocks form a set of institutional arrangements 
???????????????????????????????????? ????????????????????????????????????????????????????
eliminated. However, this process of removal has taken more than twenty-seven years, 
??????????????????????????????????????????????????????????????????????????????????
centimetre, of the democratic mechanisms within the new post dictatorship regime.258
258? ???????????????????????????????????????????????????????????????????????????????????????????????
possible consolidation of a neo-liberal political regime operating under a democratic-liberal facade. 
??????????????????????????????????? ???????????????????????????????????????????????????????????????????????
??????????????? ??????????????????????? ??????????????? ?????????????????????????????????????????????
?????????????????????????????????????????????? ?????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????????????????????????
this position enabled him to retain, through almost a half of the period that we analyse, large civilian and 
military support and other ardent enthusiasts of the neoliberal views that formed part of the social support 
of the dictatorship. Secondly, his status meant that neoliberal political forces had the material support of 
the armed forces, in a period when the high level of public political mobilisation may have attempted to 
modify the institutional framework. The ad-hoc mechanism, which designated Pinochet as commander-
in-chief of the military, was not the only institution that lingered after 1990. Nevertheless, it was a 
????????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????? ????????????????????????????????????????????????????????? ????????????????? ?????????
council level. Not until 1994 did, post-dictatorship governments reinstate the democratic election of 
municipal authorities. However, these elections did allow the direct election of council members, but only 
????????????????????????? ??????????????????????????????????????????????????????????????? ??????????????????
way and in separate elections. However, there were others four substantial neoliberal-political-institutions, 
acting as the real deadlock to political change, and change on the economic rules of the game.
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??????????????????????????????? ???????????????????????????????????????????????????
denominate “political-neoliberal-institutions”, were inherited from the old regime, and 
they correspond to an embodiment of the neoliberal vision of political representation 
within the organization of the Chilean State.
??????????????????????????????????????????????????????????????????? ?????????????????????
??????? ?????????????????????????????????????????????????????????????????????????????????
robe of democracy”. Actually, we are in presence of a sophisticated and comprehensive 
set of institutions of neoliberal governance which, far from being dismantled, after 
1990 were consolidated.
For that reason, the so-called “enclaves”, cannot be considered temporary authoritarian 
ghettos within an “incomplete democratic framework”. On the contrary, they have been 
essential components of a regime “limitedly democratic”, “only formally democratic”, 
???????????????????????????????????????????????????????????????
Nevertheless, the use of denomination of these deadlocks as “enclaves” is recurrent 
?????????????????????????????????????????????????????????????????????????????????????
?????? ????????????????????????????????????????????????????????????????????????????
so-called “authoritarian enclaves”, assuming that they constitute the last obstacle to 
???????????????????????????????????????????????????????????????????????????????????
has moved Chile to transition towards “full democracy”.259
In our eyes, it is not enough to look at these enclaves in an isolated way considering 




In other words, we need to overcome the discussion about “enclaves” and address the 
issue of building of the governance of Chilean political system political system, its 
economic institutions and the country model of society built after 1990.
There is a direct relationship between the political system and the basic socio-economic 
conditions that make-up that regime. Democracy should not simply be conceived as a 
????????????????????????????????????????????????????????????????????????????????????????
259? ????????????????????????????? ???????????????????????? ??????????????????????????????????? ???????
??????????????????????? ?????????????????????????????????????
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society. In the same vein, democracy should be visualised as a process of institutional 
???????????????????????????????????????????????? ??????????????????????????????????
that of the neoliberals.???
??????????????????????????????? ??????????????????????????????????????????????? ?????
if it is functional to the implementation of the neoliberal economics rules of the game 





????????????????? ?????????????????????? ?????????????????????????????????????? ????????
required to obtain to 34% of the votes to achieve 50% parliamentary representation in 
????????????????????????? ???????? ?????????????????????????????????????????????????????
???????????????? ?????????????????????????????????????????????????????????????
At the same time, if one or more electoral districts, in which the centre-left wing had 
?????????????????????????????????????????????????????????????????????????????????
representation in these areas. However, that hypothetical situation was compensated by 
????????????????????????????????????????????????????? ????????????????? ???????????????
??? ???????????????????????????????????????????????????????????? ??????????????? ???
??????????????????????? ???????????????????????????????????????? ????????????? ????
required by the 1980 Constitution in the event of the voting in of laws that could alter 
the economic model or change the Constitution. They made it impossible to legislate 
in such matters, a situation that allowed important distortion of citizen voting.
???????????????????????????????????????????????????????????????????????????????????
realisation of the political programme that had led them to a bloodless victory over the 
??? In relation to that issue, we think that is necessary to stress the contribution of Chile s´ new 
institutional arrangements to the maintenance of a neoliberal institutional environment, characterised 
by a distorted system of democratic political representation.
??? See footnote 20.
??? That was just the last of the distortions of the systems of political representation to be eliminated, 
????????????????????????????????????????????????????????????????????????????????????????????????????? ?????
strongly distorted parliamentary representation
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 472
472
dictatorship. The overcoming of the inequalities produced vis-à-vis the liberalisation 
process, as well as the inherited lack of participation of civil society in the solution 
????????????????????????????????????????????????????????????????????????????????????
seemed insurmountable to civilian government’s post-1990. Another serious issue 
???????????????????????????????????????????????????????????????????????????????????????
their limited degree of support of the transition process. Finally, a last important issue 
that the new governments have had to face was the underhand resistance of the large 
business groups which controlled the Chilean economy. All these factors constituted 
a serious brake on attempts by these governments to translate their socio-political 




problem has been tackled singly, looking for parliamentary support but without 
developing a general strategy of confrontation with the set of authoritarian neoliberal-
???????????????????????? ????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
an abandonment of its global goals, limiting them to calculations about short-term 
bargaining with the right- wing opposition, causing new governments to become 
highly vulnerable to the political distancing of social sectors than historically had 
been represented.
In recent years, some authors have argued that neoliberal-political-institutions during 
???????????????????????????????????????????????????????????????????????????????????
given the fact that Chilean political system is based on a Constitution devoid of 
real legitimacy. In the absence of a constitutional assembly, it has been argued that 
the Constitution does not represent people’s preferences, only Pinochet s´ willpower 
?????????????????????????????????????????????????????????????????????????????????????
far from being attributable solely to the power and cunning of Pinochet.
On the contrary, new governments given the advantages that the neoliberal institutions 
represented for non-neoliberal political parties, do not confront these “enclaves”, given 
that they damage the interests of their electorates but, at the same time, protect the 
stability of power positions of the new elite.
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For that reason, the original conceptualisation of the “enclaves” works relative well 
when it refers to constitutional or institutional deadlocks inherited from the military 
?????????????????????????????????????????????????????????????? ???????????????????????
?????????????? ??????????????????????????????????????????????????????????????????????
period as a whole, because it is inconsistent with the fact that, several essential neoliberal 
institutional arrangements were introduced between 1990-2009, thanks to the 
??????????????????????????? ?????????????????????????????????????????????????????????
??????????????? ?????????????????????????????
8.4.3. The Institutional Capture of Post-Dictatorship 
Governments
As we have seen in previous chapters, new democratic governments were soon trapped 
??????????????????????????????????????????????????????????????????????????????????
institutions prevented them from fully implementing their political programme, 
????????????????????????????????????????????? ?????????????????????????????????????????
their goals using democratic means.
In fact, the new political elite that took power in 1990 endorsed most of the economic 





and growth, a situation that they evaluate as dangerous for Chile’s fragile democracy.
??????????????????????????????????????????????????????????????????????????????????
elimination of the authoritarian neoliberal-political-institutions, as a prerequisite to 
put in place a new institutional environment that lets them to implement structural 
reforms to the economy. However, in a few years, their tactical proposals turn out to 
be strategic and programmes of institutional transformation of the economy began 
to be perceived by them as “unrealistic and dysfunctional” to the growth dynamic of 
the Chilean economy.
Finally, toward the end of 2003, the attempts to reform the institutional environment 
had been abandoned and the policy promoted by the State had been reduced to 
promoting institutional arrangements, interesting but of marginal impact, which 
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although favoured the functioning of the party system and his style of administration 
of the state, which, however, did not aim at altering the non-democratic institutions 
that impeded the change of the neoliberal economic order.???
???????????? ????????????????????????????????????????????????????????????????????????????
and perfected the institutional arrangements which the dictatorship had failed to tie 
and fully install before its conclusion. Their governments did not essentially modify 
any of the privatised structures of health assistance or pension funds, and they have 
not attempted any form of redistribution based on corrections of the uneven factorial 
distribution of income, the lack of market competition, the disadvantaged situation 
??? ???????????????????????????????????????????????????????????????????????????
educational system. They continue removing the State from the economic sphere 
???????????????????????????????????????????????????????????????????????????????????
new development strategies or industrial policies, or of radical changes in the levels 
of competition with which the markets operate.
After analysing various historical cases in which there have been changes to the 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????The overthrow of a regime presiding over extractive 
institutions heralds the arrival of a new set of masters to exploit the same set of pernicious 
extractive institutions. The logic of this type of vicious circle is also simple to understand 
in hindsight: extractive political institutions create few constraints on the exercise of power, 
so there are essentially no institutions to restrain the use and abuse of power by those 
overthrowing previous dictators an assuming control of the state”.
This assessment is applicable to the Chilean case in several aspects. However, the country s´ 
internal situation is particularly intricate. Chile did not involve a scenario in which 
an old authoritarian regime was replaced by a new one that temporarily raised some 
????????????????????????????????????????????????????????????????????? Nevertheless, 
???? ???????????????????????????????????????????????????????????????????????????????????????????????
career path and recruitment methods for public servant selection based on merit, aiming to reduce the 
scope of the government to appoint political allies to senior positions. The second provided public funding 
for political parties, and the third regulated private donations to political parties and candidates. These 
three laws were intended to increase transparency, reduce the scope for corruption, and allow the public 
????????????????????????????????????????????????????????????????????????????
??? The new post dictatorship Chilean governments has been so far to establish a populist-autocrat-
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to the new elite, politically based fresh opportunities that lets them to obtain further 
????????????????????????????????????????????????????????????????????????????????????
in this way its capture by the neoliberal institutions of the Chilean model.
This path was propelled by corporate strategies developed by large private corporations, 
which supported on the neoliberal political environment in which they operated, had 
the freedom to dominate the process of the design and administration of institutional 
arrangements. In other words, during the period post-dictatorship period that we are 
analysing, the strategy of the Chilean economic group was oriented towards obtaining 
control of the new political authorities and the old political institutions in order to 
avoid changes to the institutions of governance of neoliberal model.





the desirability of the regime in power, the rulers’ strategies for political survival, the 






strategies, to assure their growth or survival. In this way, the before analysed and so-
called “political activity” of economic groups was quickly oriented to develop the kind 
??????????? ?????????????????? ??? ??????????????????????????????????????????????????
???????????????????????????????????????????????????????????
????????????????????????????????????????????? ????????? ????????? ?????? ????????? ???????????? ??????
???? ???????????????????
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???????????????????????????????????????????????????????????????? ??????????? ??????
the appointment of individuals with connections to the government to their corporate 
???????????? ?????????? ?????????? ???????????? ????????? ???????????? ??????????????
????????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
law-making. Research into this type of political strategy is still relatively unusual for 
?????????????????????? ?????????????????? ???? ?????????????????????????????? ??? ???
??????????????????????????????????????????????????????????????????????????????????????
relationship between political activities and corporative governance in domestic and 
??????????????????????????????????????????????????????????????????????????????????
????????????????? ??????????????????????????????????????????
In the Chilean case, business groups have used the neoliberal-political-institutions 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????










intellectual force in defence of the neoliberal economic status quo. The control of these 
??????????????????????????????????????????????????????????????????????????????????
issues must be discussed in Chile” and “what kind of new rules of the economic game”, 
???????????????????????????????????????????????????????????????????????????????????
governments. Nevertheless, the way in which large national business groups develop 
their non-market activities and the way in which large transnational companies who 
operate in the country utilise the neoliberal institutions of governance, are in several 
??????????????????????
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8.5. The Economic Domain
???????????????????????????????????????????????????????????????????????????????????????????
has been the key that maintains the core of the neoliberal economic institutional 
????????????????????????????? ?????????????????????????????? ????? ???????????????
the deployment of barriers to the smooth operation of wealth distribution and resource 
allocation mechanisms put in place during the dictatorship.
8.5.1. Wealth Concentration and Institutional Freezing.
The levels of concentration of Chilean wealth in a few business groups, families and 
??????????????????????????????? ???? ?????????????????????????????????????? ?????????
?????????????????????????????????????????????????????????????????????????????????
own assets greater than 1 billion USD, and who are in the 100 richest people in the 
???????????????????????????????????????????????????????????????????????????????????
??? ???????????????????????????????????? ??????? ???? ????????????????????????? ??????
??????????????????????? ?????????????? ????????????????????????????????????????? ????
?????????????????????????????????????????????????????????? ???????? ??????????????????
of 100 richest people of the world.
These elevated levels of wealth concentration are directly related to the big rules 
of the economic game established in Chile during the dictatorship and which are 
????????????????????????? ????????????? ???????????????????? ??????????????????????
??????????????? ?? ??????????????? ???????????????????????????????????????????????????
arrangements that we will analyse in this chapter, a process that has preserved the 
dominant position of large business groups in the Chilean society.
??????????????????????????????????????????????????????????????????????????????
direct commitment to the Chilean people in order to establish the dictatorship and 
the neoliberal economists who would allow the economic concentration already 
described in former chapters. However, post-dictatorship governments were not 
completely persuaded to produce an institutional transition low quality institutions 
??????????????????????????????????????????????????????????????????????????????????????
strong factical powers that controlled the economic life. In fact, it ended up being 
????????????????????????????????????????????????????????????????????????????????????????????
maintaining their essential features.
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?????????????????????????????????????????????????????????????????????????????????????
which were mostly captured by strategies of neoliberal economic elites. First, they 




a decreasing interest in promoting process of substantial institutional change.???







winners and losers, companies are less focused on strategies highly driven towards 
????????????????????????????????????????????????????????????????????????????????
??? ??????????????????? ????????????????????????????????????????????????????????????????
a hostile action of the State towards market mechanisms.
Especially in countries like Chile, in which the dominance of market forces has reduced 
the role of the state to a minimum, and in which the maintenance of inherited rules 
of the game coming from the dictatorship times, tends to be enforced trough the 
???????????????????????????????????????????????????????????????????????????????????????????
to provide empirical evidence to support this point of view. In several countries that 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????? ??????????????
economic life and are used as a strategy to achieve organisational goals that are more 
???????????????????????????????????????????????????????????????
????????? ???????????????????????????????? ????????????????????????????????????????? ?????????????
????????????????????????? ???????????????????????????????????????????????????????????? ??????
establishing the presence of high levels of corporate interventionism in the political arena.
??? From other side of political spectrum, the Chilean process numerous similarities with the stagnated 
???????????????????????????????????????????????????????????????????????????????????
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8.5.3. The Multinational Business groups and their Corporate 
Institutional Strategies.
????????????????????????????????????????????????????????????????????????????????????
from companies of diverse origins and features large national business groups that 
?????????????????????????????????????????????????????????????????????????????????????
????????????????????????? ?????????????????????????????????????????????????????
the strategies of local business groups.???
Different investors represent countries with different institutional economic 
environments. This topic is of particular importance given that the most important 
?????????????????????? ???????????????? ?????????? ?????????? ?????? ???????????
??????????????????????????????? ??????
????????????????????????????? ???????????? ????????????????????????????????????????????
in Chile, particularly in the mining and manufacturing sector. On the other hand, 
?????????????????????????????????????????????????????????????????????????????
economy in general.??????????????????????????????????????????????????? ?????????
?????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
requirements of public and private biddings used by public sector to buy its inputs 
?????????????????????






??????????????? ???????????????????????????????????????????????? ????????????????? ??????????
????????????????????????????????????????????????????????????????????????????? ???????????????????
???? ????????????????????????????????????????????????????????????????????????????????????????????
????????? ?????????????????????????????????? ??????????????? ?????????????????????????????????????
????????????????????????????????????????????????????????????? ????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????
???????????????????????? ??????????????????? ???????????? ?????????????????? ???? ?????????????????
????????????????????????????????????????????????????????
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Similar to the events in Chile, Spanish business groups emerged during a long period 
??????????????????????????????????????????????????????????????????????????????????? ?????
?????????????????????????????????? ???????????????????????????????????????? ?????????????









companies originating mainly from American, Canadian and Australian, has also 
used this strategy.270?????????????????????????????????????????????????????????????
non-market practices that they use.




regardless of the political nature of the current government.271
???? ???????????????????????????????????????????????????????? ??????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????? ???????????????????????????? ?????? ???????????????????????????????? ??????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????
the leaders of their political parties. The most conspicuous cases were those of the Socialist leader Oscar 
?????????? ????????? ??????????????????????? ???????????????????????? ?????????????????????????????????
????????????????????????????????? ????????????????????????????????????????????????????????????????????
Chairman of the board of Directors of Endesa Chile, the privatised electricity company. This practice was 
??????????????????????? ?????????????????????????????????????????????????????????????????????????????




271? ?????????????????????????????????????????????? ?????????????? ????????????????????????????????????
????? ??????????????????????????????????????????????????????????????????????????????????????????????????
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at least US$4.5 billion in the acquisition of 99.72% of D&S holding. The interests of 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????





sector, showing great audacity in establishing political ties with leaders from all sectors, 
directing them to the protection of their corporate interests, at that time supported 
by the inherited economic institutions.
???????????????????????????????????????????????????????????????????????????????????
way, nor publicly defend the authoritarian neoliberal-political-institutions. However, 
these Spanish companies are notorious for recruiting the bulk of their senior Chilean 
???????????????????????????????????????????
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???????????????????????? ???????????????????????????????????????????????????????
market using the inherited institutional arrangements and develop a heavy level of 
????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????
have followed another path. They are not particularly focused in defend the already 
????????????????????????????????????????????????????????????????????? ??????????????????????
economic authorities in order to catch a market share on business areas depending of 
?????????????????????????????????????? ???????? ??????????????????????????????????????????
???????????????????????????????? ????????????????????????????? ???????????????????????
government’s purchases or private business operational cost, but their business model 
??????? ????????????????????????????????????????????????????????????
?????????????? ???????????????? ????? ??? ?????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
origin groups is quite frequent to observe not only four, but even the seven characteristics 
within their business model.
8.5.3. The Chilean Business groups and their Corporate 
Institutional Strategies.
??? ?????????????? ??????? ???????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????




272? ???????????????????????????? ???????????????????? ?????????????????????????????????? ??????????
non-mining, are not considered as business groups here. There are two reasons for this. Firstly, they do 
not list their shares on the Chilean stock market. For this reason, from the national perspective, they 
??????????????????????????????????????????????????????????????????????????????????????????????????????
related companies, operating under the control of a group of shareholders, whether majority or minority.
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1 ?????? ???????  Family Holding
2 ?????  38.824  Family Holding
3 YARUR  31.099  Family Holding
4 ANGELINI  29.920  Family Holding
5 SAIEH ???????  Family Holding
? SAID ???????  Family Holding
7 SOLARI-CUNEO  14.081  Family Holding
8 ????????  13.559  Family Holding
9 SECURITY ???????  P.L.C. Non Family-Controlled
10
HURTADO 
???????  9.830  Family Holding
11 CGE  8.119  P.L.C. Non Family-Controlled
12 CUETO  7.110  Family Holding
13 PONCE LEROU  5.943  P.L.C. Non Family-Controlled
14 ??????????????  4.889  Family Holding
15 ??????? ??????  P.L.C. Family Holding
?? PENTA  4.518  P.L.C. Non Family-Controlled
17 CAP ??????  P.L.C. Non Family-Controlled
18 ????????  3.410  Family Holding
19 ????????????  2.857  P.L.C. Non Family-Controlled
20 ?????????????  2.171  P.L.C. Non Family-Controlled
21 CLARO ??????  Family Holding
22 ???????? ??????  Family Holding
23
GUILISASTY-
LARRAÍN  1.585  Family Holding
24 SALFACORP ?????? ? ???????????? ??????
25 ??????????????? ?????? ? ???????????? ??????
?? ?????????????  1.243 ? ???????????? ??????
27 ???????  851 ? ???????????? ??????
28 ?????????? ????  Family Holding
29 ???????? ???? ? ???????????? ??????
30 ?????????????  724  Family Holding
31
????????????
FOODS  450  P.L.C. Non Family-Controlled
32 TATTERSALL  377  P.L.C. Non Family-Controlled
33
LECAROS 
????????  373  Family Holding
Source: Author s´ elaboration based on FECUS of Superintendence of Stocks and Insurances.
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In developed countries, largely those who belong to the OECD, the property of 
???????????????????????????????????????????????????????????? ??? ????????????????????
to their corporate governance are the typical problems of agency, in which there is 
????????????????????????????????????????????????????????????????????????????????
?????????????? ?????????? ????????????????? ??????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
????????? ????????????????????????????????????? ??????? shareholders who are not 
???????????????????????????????????????????????????????????????? ???????????? ?????????????
24 business groups build up 87% of the asset value and all have family structures.
This last set of business groups are directly controlled by families who have major 
?????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????? ????????????????? ???????????????????????????????????????
multi-family structures, in which one family assumes a leading role with regard to 
the remaining partner families.
????????????????????????????????????????????????? ??????????????????????????????????????
family groups, according to successive transfers, sales and mergers of companies, which 
??????????????????????????????????????????????????????
On the whole, the Chilean business groups are familiar in nature, but members of 
these families are not related to the ownership of their companies as individuals, if not 
through other companies or holdings, which are not always 100% owned by the same 
family s´ group. There are groups in which there is no one family connected directly, but 
rather several families or even people not related by family ties. This situation occurs 
in the following business groups: Security, Penta, Ponce Lerou, CAP, CGE, Sigdo 
???????????????????????????????????????????????????????????????????????????????????
???????????????????????? ???????????????????????? ???? ??????????????????????????????
???????????????????????????????????? ????? ???????????? ????????????????????????????
of the Chilean capital was concentrated in the large estates, banks and industry. Two 
decades later, the Chilean economy showed important changes in property, but not 
?????????????????????????????????????????????????????????????????????????????????????
during the Allende government, the subsequent return during the military regime and 
????????? ?????????????????????????????????????????????????????????????????????????????
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The neoliberal policies particularly weakened the old industrial economic elite. The 






??????????????????????? ?????????????????? ??????????????????? ???????????? ???????
???????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????
national production of the bankrupt enterprises, managing a process of substitution 
of national production by imported goods. Three or four years later, a second wave 
?????????????????????????????????????????? ???????????????????????????????? ??????
like telecommunications, energy and air transport, began to be privatised.
Participation in privatisation required enormous purchasing power. However, because 
????????????????????????????????????????????????????????????????????????????????????????





In sum, the implementation of the neoliberal model by the dictatorship favoured the 
emergence of new business conglomerates that introduced important changes to the 
domestic landscape of the economic class, changing the role of large enterprises as 
????????????????? ????????????????????????????????????????????????????? ?????????????????
culture. One of these features was the consolidation of a neoliberal ideological and 
economic vision that become predominant amongst the corporate elites, as well as in 
their relations with the technocratic or academic groups related to them.
However, in our view, emergence and enforcement of Chilean business groups was 
not a situation produced by the application of the set of theoretical positions grouped 
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behind a neoliberal agenda of development. The evidence provided until now shows 
that behind of this set of ideas are the interests of some powerful social groups centred 
???????????????? ????????????????????????????????????????????????? ?????????????????
which nowadays control the bulk of Chilean GDP and which, after the 1973 coup, 
also took control of the bulk of the State-owned enterprises and of the whole of the 
natural resources that were privatised. In fact, they took control the main sources of 
Chilean political and economic power.
The neoliberal program has become a rationalisation of the social and economic 
interests of these business groups. Therefore, it is not correct to assume that we are 
?????????????????????????????????????????????????????????????????????????????????????
a particular social and economic segment. The Chilean neoliberal program is more 
than a mere economic program, is an institutional program which, since 1973, has 
constructed new rules of the economic game and institutions of governance that 
??????????????????????????????????????????????????????????????????????????????????
preventing any possibility of dismantling such institutional structures at the end of 
the dictatorship. The strength of the set of economic institutions installed in Chile, 
?????????????????????????????????????????????????????????????????????????????????????????
which have achieved solid positions of economic and political power during the 
application of the said model.
These companies are organisations but, taken as a whole, they are concentrations of 
market power, which may give rise to concentrations of wealth. It is not surprising, 
then, that the large Chilean companies became organisations which encouraged 




structures to promote it successfully.
????????????????????????????????????????????????????????????????????????????????????
????????????????? ????????????????????????????????????????????????????????????????????
economic activities is their subscription to a framework of the social, family and 
?????????????????????????????????????????????????? ????????????????????????????????????????
played by fundamentalist catholic orders, like “Opus Dei” and “Christ s´ Legionaries”.
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??????????????????????????????????????????????????????????????? ???????????????????????
those of other Latin-American elites, who are more liberal and open minded and less 
interested in ideological issues. One of the most important features linked to these 
???????????????????????????????????????????????????????????????????????????????????????
in that sector between the traditionalist catholic conservatism and neoliberal thought 
????????????????????????????? ?????????????? ???? ????????????????????????????????????????
in a partisan way, the liberalisation process that follow the end of the dictatorship.






as traditional conglomerates and others as emerging groups. Traditional ones are 
????????????????????????????????????????????????? ????????????????????????????????????????
??????????????????????? ???????????????????????????????????????????????????????????????
They took control of new activities in the banking sector during the 1980s, including: 
the insurance sector, the privatised educational institutions, the administration of 
retirement funds, or in private provision of health services.
?????????????????????????????????????????????????????????????????????????????????
holdings that are grouped around some family leaders that assume the holding control 
?????????????????????????????? ?????????? ???????????????????????????????????????????
family chief is only partially involved in the management of their enterprises, operating 
mostly indirectly through professional managers, as it happens with Luksic, Angelini 
and Solary business groups.
????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????




???????????? ?????????????????????? ???????????????????????????? ??? ???????????????
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???????????????????????????????????????????????????????????????????????????????????????
entities that were privatised.
??????????????????????????????????????????????????????????????????????????????????
as a direct result of discretionary decisions by the dictatorship, and they have been 
?????????????????????????????????????????????? ??????????????????????????? ???????
?????????????????????????????????????????????????????????????????????????????????????
and norms which enriched them and consolidated them as business groups.273
?????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
the support provided to them by neoliberal economic institutions.274 The emerging 
business group needed ad hoc institutional arrangements in order to consolidate their 
??????????????????????????????????????????????????????????????????????????????????????
arrangements from top positions within the dictatorship bureaucracy.
??????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????? ???????????????????????????????????
??????????????????????????? ????????????????????? ??????????????????????????????? 
directly and indirectly ?????????????????????????????????????????????????????????????????
domestic market-oriented oligopolies, the neoliberal rules of the economic game have 
constituted an essential element of their success.
Regardless, the neoliberal adherence of both groups is indisputable. They support 
political campaigns and right-wing think tanks. In general, the institutional focus of 
traditional groups is more oriented to the defence of economic neoliberal-political-
institutions, but the emerging groups are additionally active giving support to political 
neoliberal activities, because they are not only committed to give support to the 
economic model proposed by the neoliberal approach. They are strongly linked to 
neoliberal values and its ideology as a whole. Overall, we can observe that there are few 
?????????????????????? ??????????????????????????????????? ??????????????????? ?????
273? ??????? ??????? ?????? ???????????????????? ?????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????? ??????
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core economic interests remain in Chile, in the comfortable position of oligopolies 
in domestic markets.
This double position, for both kinds of business groups, has made it possible for them 
???????????????????????????????????????????????????????????????? ????????????????
???????????????????????? ?????????????????????????
The market power of main business groups is mainly founded on the takeover of 
??????? ?????????????????????????????????????????????????????? ??????????? ??????????????
?????????????????????????????????????????? ??????????????????????????????????????????
customers of banking, charging higher interest rates and being over-demanding in 
terms of guarantees.
Those elements, in both segments, have played a central role in the building of their 
?????????????????????????????????????????????????????????????????????????????
have been incorporated into the interior of the value chains of retail larger companies 
??????????????????????????????????????????????????????????????????????????????????? ?????




to market access, controllers of network governance and as a restraint on the upgrades 
???????????????????????????????????????????????????????????????????????????????????????
require if they want to be successful beyond the national boundaries.275
275 The two key elements to moving up in the global value chain perspective are the acquisition of 
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8.5.4. The unequal LSE-MSME Arrangements as a Source of 
Capital Accumulation.
??????????????????????????????????????????????????????????????????????????????????
institutional arrangements, in appearance of importance:
??? ???????????????????????????????????????????? ????????????????????????? ????????
which allow the concentration of the credit in large companies and a sort of 
???????????????????????? ????????????????????????????????????????????????????
to lack of interbank competition.
ii. The absence of anti-trust rules, in the style of the USA Robinson-Patman 
acts, which limited the practice of price discrimination based on volume of 
purchases. This is a procedure commonly used in Chile and that disadvantages 
???? ???? ?????????????????????????????????????????????????????????????????????





kinds of arrangements which act institutions of governance of each one of the areas 
in which they are running.
8.5.4.1. The Financial and Credit Arrangements.
Other institutional arrangements are those that favour the lack of market s´ competition 
?????????????????????????????????????????????????????????? ???????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
ones being of institutional character. If we focus our attention on the institutional 
factor, we must emphasise at least four of them:
???? ??? ??????????????????????????????????????????????????????????????????????????????????? ??????????????
????????????????????????????????????????????????? ????????????????????????????????????????? ???????????
??????????????????????????????????????????????????????????????????????????????????????????????????
?????? ??????????? ??????? ????????????????????????????????????? ?????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????????????????????????










?? ??????????? ??????????? ??????????? ??? ???? ??????? ??? ?????????? ?? ?????????
system of “mobile guarantees”, which would enable companies to move their 
???????????????????????????????????????????????????????????????????????????????
competition.
• The presence of a monopoly on electronic payment system which obliges them 
???????????????????????????????????????????????????????????? ????????????????
????????????????????????????????????????????????????
• The high interest rates charged for consumer loans and credit cards administered 
by banks, tend to be additionally raised when retail chains focus on the segment 
of people not subject to credit by banks,277 whom receive direct credit from 
retail stores that utilise higher interest rates than the banks.




The institutional arrangements that permit the oligopolistic performance of media 
?????????????????????????????????????????????????? ?????????????????????????????????????
That legislative initiative is trapped at parliament and, for that reason, concentration of 
?????????????????????????????????????????????????????????????????????????????????????
in a few media enterprises, without any restriction.
8.5.4.2. The Privatisation Arrangements.
?????????????????????????????????????????????????????????????????????????????????
transferred to private hands, of which 11,000 were transferred directly, without any 
277? ????????????????????????????????????????????????????????????????????????????????????????????
278? ???????????????????????????????????? ??????????????????? ??????? ?????????? ???????????????????? ??
$500, by which high interest rates amount to a large share of their incomes during many years of work, 
in order to meet the needs of short-term consumption. This phenomenon additionally discourages the 
incorporation of worker’s unions, because it could jeopardise the individual capability to obtain long-term 
incomes that would allow them to pay their debts.
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???????????????????????????????????????????????????????????????????????????????????




million US$ as of 1990.
During the analysed post-dictatorship period, the on-going privatisation process 
???????????????????? ???????????? ??????? ???????????????????????????????????????
???????????????????????????????????????????????????????????????????????????
produced about 90% of the copper in Chile. However, at by the end of the year 2009, 
they only produced 30% of the Chile’s copper. The remaining production was by 
private companies, mostly transnational, who were granted mining concessions by 
the Chilean State.
In the post-dictatorial period, two sub-periods can be distinguished: The President 
??? ????????????????????????????????????????????????????????????? ????????????????
????????????????????????????????????????? ????????? ???????????? ??????????????????
the transfer of ownership of electricity companies that remained in the hands of the 
State. e.g. Endesa, Peuenche and telecommunication companies like Telecom, CTC 
and Entel.
???????????????????????????????????????????????????????? ??????????????????????????
process of privatisation of the national air company, LAN Chile was completed. The 
National Radio, the railway company Ferronor, the electricity company, Edelaysen, 
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
a reduction in the participation of the public sector in the power generation sector: 






regional corporations had been created to facilitate the privatisation. Emos and 
Esval, the biggest ones, had been privatised in 1988 when the regulatory framework 
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????????????? ?????????????????????? ???????????????????????????? ????????????
Government of President Aylwin, who proposed a new regulatory framework and 
some amendments to the relevant legislation, blocked its transfer to the private sector.
???? ???? ??????????????????????????????????????????????????????????????????????????????
although there has been no “privatisation”, in the sense of the transfer of assets, the 
sector began to rapidly privatise the educational supply by means of:
i. An increase in the relative weight of private universities, and
???? ??????????????????????????????????????????????????????????????????????????????
total revenue of the public universities.
The same has happened with the private provision of health services and with diverse 
other services formerly provided directly by the state.
8.6. The Social Domain.
In this domain, the relationships between agents are mediated or conditioned by “social 
norms”, “laws”, “rules”, “customs”, “contracts”, “collective agreements”, “organisations”, 
etc.: in short, by what we have called labour market governance institutions.
The governance institutions play both a positive and a negative role: they may limit or 
?????????????????????????????????????????????????????????????????????????? ???????????????
???????????????????????????????????????? ???????????????????????????????????????????
In our analysis of the Chilean case, we have seen that the labour market’s social institutions 
create rents and, at the same time, the possibility of opportunistic appropriation of those 
rents. This is what makes the labour market’s “social” dimension so controversial. In 
???????????????????????????????????????????????????????????????????? ????????????????
???????????????????????????????????????????????????????????????????????????????????
up causing opportunistic and self-interested behaviours. In same aspects that view 
made a strong point and for that reason is needed to understand the dynamics of the 
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short and long term, ceteris paribus the institutions and assuming that social values 
and norms are irrelevant or, alternatively, that they do not change. However, these 
equilibria do not consider the learning we mentioned earlier, at least not much of it, 
not the most important part.
????????????????????????????????????????????????????????????????????????????????????
this learning into account. And we have pointed out that at least part of this learning is 
??????????????????????????????????????????????????????????????????????? ?????????????
???????????????????????????????????????????????? ??????????????????????????????????????
for a long-term meta-economic equilibrium, because they are institutions that correct 
“institutional failures”.
8.6.1. Control of the Pension Funds and Saving –Investment Cycle.
?????????????? ???????????????????????????????????????????????????????????????????????????
savings and social security and health insurances, Chile inaugurate a system of retirement 
funds based on individual capitalization mechanisms, with a compulsory contribution 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
insurance of occupational accidents and occupational diseases, which are still in charge 
???????????????????????????????????????????????????????????????????????????????????
These liquid resources are allocated to the individual capitalization account, more 
a quote that covers insurance for disability and survival and a Commission to AFP.
The AFP used one smaller part of the cash collected each month to pay pensions to 
those who are already retired. Another part is invested in bonds of the State and the 
bulk of the money raised is oriented to loans to LSE. At December 31 of, 2009, the 
fund s´ resources managed by the AFP amounted to 118 thousand million dollars of 
????????????????????? ??????????????? ???????????????? ??????????????????????? ???????
??????????????????????????????????????????????????????????????????? ????????????????
???????????????????????????????????????????????????????????????????????????????????????
groups which, using the previously established arrangements, do not absorb it in its 
entirety, only since it lacks capacity to absorb more investments in a market as small 
as the Chilean domestic markets are.
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8.6.2. The Labour Market arrangements.
???????????????????????????????????????????????????????????????????????????? ????????
???????????????????????????????????????????????????????
i. A Labour movement lacking the legal possibility of organising union power.
???? ?????????????????????????????????????????????????????????????????????????????????
minor new formal rules that prevent unionisation and collective bargaining.
????? ??????????????????????????????? ?????????????????????????????????????????????
subject to strikes.




provider of labour of lower relative price
?????????????????????????????????????????????????????????????????????????????????
to disincentives workers’ organisation, inducing them to be reluctant to join a union 
and so maintaining the downturn of labour remunerations in the large-scale sector.
8.7. The Cultural Domain
Social institutions are a system of behavioural and relational patterns that are densely 
interwoven and enduring, and function across an entire society. They order and 
structure the behaviour of individuals by means of their normative character. The 
ability of these groups to install their ideas in the main areas of the cultural, social 
???????????????????? ??????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????? ????????????
the media, universities and their close links with the hierarchy of the Catholic Church, 
has also strengthened the symbolic power of these elites.
That is why it is not surprising that, with the return to democracy, neoliberalism 
remained hegemonic, and even deepened, although economically it only achieved 
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???????????????????????????????????? ???????????????? ??????????????????????????????
and 14% of the GDP in 1974 and 1982, reaching the historical peaks that have record 
??????????????????????????????????????????????????????????????????????????????????
Only an ideology fully rooted in our consciousness could survive that.
8.7.1. The Political Making of a Neoliberal Cultural institutions.
????????????????????????????????????????????????????????????????????????????????
actors and institutions are constituent and mutually interdependent entities which 
????????????????????????????????????????????????? ?? ????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
in which the part above the surface is composed of formal rules, boundaries and 
procedures, whilst beneath the surface rests a mass of social conventions, symbols, 
rituals and meanings, from which the actors interpret the world that surrounds them. 
This aspect of informal institutions plays a central role, given the fact that the formal 
????????????????????????????????????????????????????????????? ???????????????????????
??????????????????????????????????? ?????????????????????????????????
Following this shared approach, we believe that individuals are socialised into a 
certain perspective of the world, not merely by formal rules, they learn many social 
conventions informally and, from them, they build an accepted way of doing things. 
This process, by which informal rules contribute to uniform behaviour and facilitate 
social interaction, is essential to the process of institution building. Thus, formal 
rules and informal institutional traditions are constituent parts of the process of 
????????????????????????????????????????????????????????????????????????????????????
that both kinds of rules are mutually interdependent elements, which constitute the 
???????????????????????????????????????????????????????????????????????????????????
the world that surrounds them, and which enables them to be a part of an objective 
????????? ????????? ?????????? ? ???????????????????????? ?????????????????????????
cultural action or values, associated with formal and informal levels of conditioning, 
??????????????????????????????????????????????????????????????????????????????????
until they reach a level of consolidation, or institutionalisation. This determines the 
?????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????
As a result, the perception of the world that individuals have is largely determined by 
the institutions in which they operate. If any procedure or course of action does not 
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????????????????????????????????????????????? ????????????????????? ????????????????????
perspective of some individuals, and it becomes impossible for players to consider it 




views on reality. The political sphere is the main space in which formal and informal 
???????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
constitutes the principal arena in which formal and informal institutions interact to 
????????????????????????????????????????????????????????????????????????????????????
of institutions assembling the big rules of the game is clearly illustrated by the history 
of the Chilean transition to democracy.
Over the 17 years of the dictatorship in Chile, despite the enormous power of its 
dictator, the uniqueness of the Chilean regime compared with other Latin American 
???????????????????????????????????????????????????????????????????????????????????????????
was not structured around the consolidation of the personal power of Pinochet, but 
around rules of the game that transcended his personal interests, but not the interests of 
the business groups that formed his base of support, to which, ultimately, the dictator 
and his technocracy answered.
8.7.2. The Running of Cultural institutions of Neoliberal Model
?????????????????????????????????????????????????????????????????????? ????????? ?????
levels. In this regard, at the micro level, it is possible to verify it in the education 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????? ????
its public facilities for reasons of minimization, and on the other hand, from subsidized 
private establishments that, by operating with business logic, minimize costs that are 
?????????????????????????????????????????????? ????????????????? ???????????????????
?????????????????????? ???????????????????????????? ??????????????????????????????
and can pay for it.
In health the same thing happens, where it was also institutionally designed that 
those who could pay for health could be treated in clinics, and who could not, then 
???????????????????????????????????????????? ?????????????????????????????????????????
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??????????????????????????????????????????????????????????????????????????????????
establishments paid and public lycées.
In the pension system, the individualist logic also turns out to be detrimental to that 
majority percentage of the population that, for socioeconomic reasons, has not been 
able to quote uniformly for 30 years, nor to accumulate large sums of savings, since 
??????????????????????????????????????????? ????????? ?????? ??????????????????????
$340 thousand pesos.
In the macro, the neoliberal logic also turns out to be detrimental to our model 
of economic development. The State minimization, in addition to pauperizing its 
services in education and health, has lacked a strategy to economically develop the 




our economic history, and have recorded painful economic failures for our people.
It is worth remembering the international crisis of 1875, which brought down the 
prices of our star raw materials, copper, wheat and silver, by about 50%, nearly caused 
an economic collapse that was only avoided by the income from nitrate territory to 
????????????????????????????????????????????????????????????????????????????????
in 1929 there was an international crisis of proportions that made our economy the 
???????????????????????????????????????? ????????????????????????????????????????





A crisis like these could happen again, as the crises of 1998 and 2008 reminded us.
Since the private sector is comfortable with this model, the State must play an important 
?????????????????????????????????????????????????????????????????????????????????
productive roles, it must promote strategic industries that promote economic dynamism. 
There are many myths that this strategy was a failure in our history, since after the 
????????????????????????????????????????????? ?????????????????????????????????????????
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by the State. However, between 1950 and 1970 the annual growth of GDP reached 
4%, higher than what was recorded by the neoliberal period during the dictatorship, 
and equivalent to that registered in the last twenty years of reformed neoliberalism.
That is why it is not surprising that, with the return to democracy, neoliberalism 
remained hegemonic and even deepened its institutional hold, although economically 
?????????????????????????????????????????????????????????????????????? ?????????????




levels. In this regard, at the micro level, it is possible to verify it in the educational 
???????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????? ????
its public facilities for reasons of minimization, and on the other hand, from subsidized 
private establishments that, by operating with business logic, minimize costs that are 
?????????????????????????????????????????????? ????????????????? ???????????????????
?????????????????????? ???????????????????????????? ??????????????????????????????
and can pay for it.
In health the same thing happens, where it was also institutionally designed that 
those who could pay for health could be treated in clinics, and those who could not 
????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
establishments paid and public schools.
In the pension system, the individualist logic also turns out to be detrimental to that 
majority percentage of the population which, for socioeconomic reasons, has not 
been able to quote uniformly for 30 years, nor to accumulate large sums of savings, 
?????????????????????????????????????????????????? ???????????????? ???????????????
around $ 340 thousand pesos per month.
In the macro, the neoliberal logic also turns out to be detrimental to our model 
of economic development. The State minimization, in addition to pauperizing its 
services in education and health, has lacked a strategy to economically develop the 
country. This challenge has been left in the hands of private companies that only look 
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our economic history, and have recorded painful economic failures for our people.
It is worth remembering the international crisis of 1875, which brought down the 
prices of our star raw materials, copper, wheat and silver, by about 50%, which could 
cause an economic collapse, which was only avoided with the incorporation from 
??????????????????????????????????????????????????????????????????????????????????????
However, again in 1929 there was an international crisis of proportions that made 
???????????????????????????????????????????????????????? ??????????????????????





Crises like the past could happen again, as the crisis of 1998 and 2008 reminded us.
Since the private sector is comfortable with this model, the State must play an important 
?????????????????????????????????????????????????????????????????????????????????
productive roles, it must promote strategic industries that feed the economic dynamism. 
There are many myths that this strategy was a failure in our history, since after the 
????????????????????????????????????????????? ?????????????????????????????????????????
by the State. However, between 1950 and 1970 the annual growth of GDP reached 
4%, higher than what was recorded by the neoliberalism of the dictatorship, and 
equivalent to that registered in the last twenty years of reformed neoliberalism.
8.8. The ecological domain and the Privatization of Pool of 
Common Goods
The deterioration of the environment and the non-renewable stock of non-produced 
assets has produced a direct relationship between the ecological domain and the 
???????????????????????????????????????????????????????????????????????????????
have been the main source that has fuelled the processes of product growth. Energy 
??????????????????????????????????????????????????????????????????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 501
501






enabled and maintained by a set of arrangements that have made up the institutions 
of governance of the environment, a domain in which bears the distinctive stamp of 
the Chilean model.
The Chilean natural resources sector presents a dramatic picture. The system of 
???????????????????????????????????????? ???????????????????? ??????????????????????????
??????????????????????????????????????????????????????????????????????????????????????
that both resources can be considered almost completely privatised in Chile.
Neoliberal economists have designed and implemented granting private property 
rights as an adequate policy solution to promote conservation of natural resources 
???????????????????????????????????????????????????????????????????????????????????????
for the privatizations of water rights. However, post dictatorship governments have 
strongly promoted the privatisation of communal property and state land, sustaining 
which the objectives of that clearly neoliberal policies are aimed to increase protection 
and sustainable use of natural resources.








of large business groups who are now owners of the principal natural resources of 
the country.
The path to environmental convergence with developed countries it is a policy issue 
in which post-dictatorship are not focused. The severe environmental damages in 
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Chile made it necessary to make stronger environmental institutions, but actually 
the vague environmental policy has maintained their institutionality unfocused and 
without appropriate resources.
The fragility and manipulation of environmental impact assessments is a peculiar 
institutional feature of the Chilean model, and during the period under analysis there 
was no policy initiatives in that direction.
The same happened in issues related to quality and emission standards for air, water, 
waste and nature management. Additionally, Chile seriously lacks in the use of economic 
instruments oriented to territorial management policies, including national as well as 
?????????????????????????????????????????????????????????????????????????????????????????
institutional arrangements to assure compliance. Also, it does not have integration 
of environmental concerns in regional and municipal decision about land use, at 




have a national set of indicators to measure environmental performance with respect 
to domestic objectives and international commitments.
The neoliberal environmental policies seem to think that the best environmental 
???????????????????????????? ????????????????? ????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????




The permanent building of public-private commissions and inter-ministerial working 
committees, during the period under analysis, generally had as a primary objective, 
to untie the knots and barriers to large investment projects. Such that environmental 




which, over the years, have become particularly acute and violent.
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the project of the military dictatorship and their neoliberal advisors did not consist 
only in the creation of major rules of the game at the macroeconomic level.280
???????????????????????????????????????????????????????????????????????????????????
of institutional structures in which, within a neoliberal institutional environment, 
formal and informal macro and micro rules, enforcement mechanisms, governance 






The idea that individuals are only “rational homo economicus”, oriented to prefer 
???????????????????? ??????????????????????? ???????????????????????????? ??????????????
the public interest is by allowing everyone to freely pursue their private interests. 
The idea that the economy includes all human activity, in such a way that there will 
be no actions outside that scope, because any action would ultimately be economic. 
The point of view that sees the bulk of human relations that seem alien to this logic, 
as mere accumulation of “social capital”, or “cultural capital”, has come to conform a 
body of ideas deeply embedded in common Chilean citizens and it has become the 
common sense of the elites.
Thus, a version 2.0 of Pinochet’s speech against politics and politicians has been re-
installed. The primacy of the economy is now maintained over politics and the market 
over democracy, understanding democratic institutions as entities that must have a 
280 Features of that process also show that we are not in the presence of a uniquely Chilean phenomenon. 
??????????? ?? ?????????????????????????? ???????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????????????????????????????????
particularly relevant in those places who built institutions, with some neoliberal features, after the ending 
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self-regulated nature and refractory to the interference of democratically elected 
political authority, that increasingly has been tinged with a halo of corruption.
The hostility towards collective labour rights and the transfer to the private sector 
of public functions that include the management of hospitals, prisons, roads and 
airports has been coupled with the massive transfer of property and public assets to 
the private sector.
On the other hand, the recursion of economic activities entrapped on a neoliberal 
institutional environment area nor necessary a by-product of neoliberal cultural devices 
operation. They are conditioned by institutional arrangements of the same orientation, 
??????????????????????????????????????????????????????????????????????????????????
That process of decision making of Chilean economic actors has been framed in a 
logic of individual decisions, limited by institutional arrangements marked by neo-
??????????????? ????????????????????????????????????????????????????????????????????????
consumption or when less of naturalization or neoliberal order, within segments of 
?????????????????????????????????????????????
This task was realised in such a rigorous way that the economic rules of the economic 
game established by Pinochet, remained essentially untouched more than 27 years 
after the end of dictatorship, being, after 1990, not only defended by supporters of 
the dictatorship, but also by some its former detractors, who have installed the bulk 
of the arrangements that sustain the neoliberal governance.
At the core of the decision not to amend the essential bases of the neoliberal model a 
series of arguments were raised and a multitude of factors came into play.
??? ????????????????????????????????????????????????????????????????????????
decade of post-dictatorship governments.
??? ????????????????????????????????????????????????????????????????????????????
the country under the sword of Damocles of armed forces operating as an 
???????????????????????????????????????????????????????
3. The situation of the countries, neighbours in which new government s´ poor 
economic management, eroded both the bases of economic growth as the new 
democratic institutions.
4. The unrestricted political and economic power of thirty business groups that 
produced in 1990, close to 80% of GDP, maintained a strong control of the 
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media, gave unalterable support to the neoliberal model of development and 
possessed the ability to capture the project of its political adversaries and even 
to a part no less than its leadership.
???????????????????????????????????????????????????????????????????????????????????????????
factor, linked to the “numantine” defense of institutional environment developed by 
the major business groups, had already become in those years the basic support of the 
neoliberal model, and that area was not boarded by the post-dictatorship governments.
The Political strategy of the business groups, oriented to defend their positions in the 
economic area, consolidated a dynamic that permits that non-market of activities of 
????????????? ?????????????????????????? ??????????????? ????????????????????????
???????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
positioned the institutional environment as an almost impregnable barrier to the 
?????????????????????????????????????????????????????????????????????????????????????
in the economic area.
????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
democracy that characterized the Chilean political life.
In Summary:
?? ??????????????????????????????????????????????????????????? ???????????
promote institutional quality, such as the stimulation of competitive markets, 
anti-trust law enforcement or consumer protection, should not be taken for 
granted or considered as an automatic outcome of an open and liberalized 
economy. The setting up of institutions of economic governance that granted 
to the various social and economic actors equal rights, symmetrical rules of the 
game and similar responsibilities in relation to these institutions, has not been, 
nor much less, a product that could be associated to the process of neoliberal 
reforms implemented in Chile.
?? ???????????????????????????????????????????????????????????????????????????
progressive economic change would be highly conditioned in their performance 
by the presence of neoliberal-political-institutions. Additionally, any change to 
the rules of the game depends on the presence of the serious will of its current 
administrators to change these rules, or on the ability of subordinate social 
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???????????????????????????????????????????????????????????????????????????????
However, in Chile, at least since 2009, there is more evidence of neoliberal 
rules of the game changing the performance agents, than evidence of actions 
of these agents confronting the neoliberal rules of the economic game, acting 
by themselves or under social pressure coming from the streets.281
• Neoliberalism has often argued that an important role of the democratic 
political system, must be to restrict the ruler’s capacity to make bad institutional 
??????????????????????????????????????????????????????? ??????????????? ?????????
democratic system present serious limitations, the neoliberal business groups 
????? ?????????? ??????? ?????????????? ?????????????????????????????????? ???
oriented by bad institutional choices. The presence of oligopoly markets and of 
underground control of the political mechanisms, has made possible the presence 
of institutional traps that, consolidated by the action of incumbent business 
groups that defend their corporate interest, it has caused the maintenance of 
low-quality institutions, characterised by high levels of capture. The Chilean 
neo-liberal order, as it has been described and analysed in successive chapters of 
this thesis, is characterized by their unequal access to the economic resources. 
Over this basic inequality, has been built a solid fabric of unequal access to 
social networks, and information. This unbalanced access to these factors is the 
???????????????????????????????????????????????????????????????????????????
• This process has led to the construction and consolidation of already mentioned 
????????????????????? ?????????????????? ?????????????????????????????????????????
?????????????????????????????? ???????????????????????????????? ??????????????
the regressive distribution of income and limited any initiative to modify 
???????????????????????? ???????????????????????????????????????????????????????????
the bias incorporated on the neoliberal-economic-institutions was armoured. 
Given that political reality, changes to the core of economic institutional rules 
????????? ???????????????????????????? ????????????????????????????????????
those rules were accepted by the new elites.
• The pro-wealthy economic bias of the Chilean economy was consolidated 
during the 90s. Firms and households were compelled to take their individual 
allocation and productive investment decisions within a clearly neoliberal 
?????????????? ????????????????????????????????????????? ????????? ?????????
of wealthy segments of population were established over society by the most 
281? ??????????????????????????????????????????????????????????????????????????????????????????????????
????? ???????????????????????????????????? ????????????????????????????? ????????????????????????????????????
2009 is outside the scope of our research
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powerful economic actors, consolidating their role as rent seekers which capture 
??????????????????????????????????????????????????????????????????????????????????
there was often the presence of only a verbal commitment to institutional 
quality in Chilean political society, which included promises of changes to the 
actual institutional framework which were not maintained. The households 
and individuals who made decisions began to take as given the low quality 
????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
sense” that assume the form of a “neoliberal-culture” incorporated into the 
social fabric.
• The reorganization of culture producing institutions initiated by the 
??????????????????????????????????????????????????? ?????????????????????????????????
has produced a reconversion of the ruling-class’ intellectual elite. It has allowed 
??????????????????????????????????????????????????????????????????????????? ????
disadvantaged, placing them in the hands of the economically dominant social 
?????????????????????????????????????????????????????????????????????????
society. All that is allowing the dominant business groups to develop their 
coercive and hegemonic capabilities over the country. The deepness of that 
phenomenon has reached such relevance given that, an important segment of 
the new elite in the Government has been captured by neo-liberal thought and 
??????????????????????????????????????????????????????????????????????????????
cultural role to the hegemony of these sectors.
?? ?????????????????????????????????????????????????????????????????????????????
??????????????? ?????????????????? ??????????????? ???????????????????????????
institutional trap that prevents an authentic development process. Thus, the 
aforementioned dynamics of “untouchability” of neoliberal institutional 
economic status quo, not only rest on actors´ micro decisions, but also upon 
?????????????????????????????????????????????????????????????????? ????????????
dynamic is very clear if we observe that, in a short period, the post dictatorship 
governments started to promote economic concentration, allowing the 
development of a wide wave of mergers and acquisitions in sensitive sectors 
for the citizenry, such as banking, telecommunications and retail.
• The lack of clarity of the new ruling political coalition concerning the 
desirable features of the development strategy required by the country, has 
????????????????????????????????????????????????????? ??????????????????????????
in their absorption of part of this point of view on issues such as the State s´ 
role, the desirable level of market competition and the mechanisms of power 
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?????????????????? ????????????????????????????????????????????????????????????
process after 1990, the Chilean centre-left wing elite tended to assimilate their 
formulations to the neoliberal model of privatisation and the subsidiary role of 
the State.
• That has been the source of a State penetrated by corporate interests, avoiding 
the evolution of greater social participation and increasing the centralisation 
process without the deployment of a deep State reform. This situation has 
??????????????????????????????????????????????????? ?????????? ?????????????????
system more participatory and modern, a pre-condition for the improvement 
of the state s´ ability to foster systemic competitiveness.
• In general, post dictatorship governments were notorious for being 
??????????????????????????????????????????????????????????????????????????
framework that had been guiding the Chilean process of economic openness 
from 1973 to now. In such approach, it is assumed that if the economies develop 
a trade openness process, then foreign investment, technological progress, and 
even the distribution of income will tend to evolve progressively and converge 
towards a compatible balance with the desired dynamics of development, 
creating convergence with more developed countries. Given that, the growing 
economic power of business groups appears as a secondary variable whose 
erosion clearly was not a political priority. For that reason, this power was 
???????????????????????????????????????????????????????????????????????????????
economics actors, or their political agents, over the decision-making process, 
for long time has not been considered as a relevant issue, even though for the 
????????????????? ?????????????????????????????????????????????????????? ???????
economy in almost every dimension.
• In Chile, the economic power of large business groups described in this chapter, 
??????? ???????? ??? ??????????? ?????????????????????????????????? ???? ??????????
???????? ?????????????????????????? ????????????????? ???????????????????????
???????????????????????? ??????????????????????????????????????????????????????




generates a political bias coupled with income inequality, and from here, a 
????????????????????????????? ????????????????????????????????????????????????????
quality that would avoid the propensity of large economic actors to engage 
themselves in wasteful rent seeking activities.
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• The information and analysis of the Chilean economy contained in this research 
is not the only evidence available on this matter. In fact, there is multiple local 
????????? ????????? ?????????????? ??????????? ????????????????????????? ?????
??????????????????????????????????????????????????????????????????????????????
development or, on the contrary, act as a barrier to it and so generating the 
formerly described institutional traps. Our analysis of the Chilean case shows 
???????????????????? ?????????????????????????????????????????????????????????????
economic relations promoted by neoliberalism. It allows the public to visualise 
the progress of the daily economic order, independently of the origins of that 
?????????????????????????????????????????????????????????????????????????????????
This process hides social and political forces behind institutional structures, 
whose origins tend to be forgotten with the passage of time. Nevertheless, it is 
??????????????????????????????????????????????????????????????????????????????
strongest institutional fabrics of Latin America, in the approach adopted here 
????????????????????????????????????????????????????????? ??????????????????????
strength of certain Chilean rules of the game, we are thinking of the weakness 
of other institutions that are the more important ones, in our opinion.
• The presence in Chile of property rights and legal guarantees to foreign 
investment and large business groups, a judicial system that has low levels of 
?????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????
the country is compared to most countries of Latin America. However, the 
biased evaluation of presence of those factors neglects the nothingness of a solid 
antitrust law, the avoidance of predatory business practices, and the absence of 
a real democratic institutions or a transparent political and legislative system.
?? ???????????????????????????????????????????????????????????????????????????
factors, has been translated in a hard-metropolitan concentration of power and 
??????????????????????????????????????????????????????????????? ????????????????
institutional environment.
?? ????????? ????? ???????? ?????? ?????? ?????????? ??????? ????? ??????? ????????
???????????????????????????????????????????????? ??? ????? ?????????????????????
in comparison to many democratic countries of Latin America. However, 
when we consider institutional development, the relevant question is whether 
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• Obviously, it would be possible to install new rules of the game in Chile to 
achieve these three objectives. It would require actions, priorities and strategies 
???????????????????????????????????????????????????????????????????????????????
or which allows large business groups may control the oligopolistic Chilean 
markets. So that despite, from the point of view of large corporations, Chile 
???????????????????????????????????????????????????????????????????????????????
its development goals, it is obvious that the country has weak and precarious 
institutions.
?? ???????????????????????????????????????????????????????????????????????????
trade openness, has been unable to help by itself the country to escape from 
the trap produced by institutional weakness that characterize the country
?? ????? ????????? ????????? ??????? ??? ???? ??????????? ????????? ?????? ?????
characterized the Chilean economy and allowed it to garner a positive 
????????????????????????????????????????????????????????????????????????
been able to gradually move towards an inclusive and democratic economic 
dynamic, forsaking their originally proposed “equitable growth” goals.
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conclusions of our study, which we hope will enable a new perspective for evaluation 
of the achievements and failures of the Chilean development model.
That is not an easy task, because this evaluation is a sensitive issue for a country 
as Chile, which, during the analysed period, has been implementing a neoliberal 
development strategy which, has declared to be the only route to obtain the growth 
and distribution goals to which its society aspires.
The implementation of a radically neoliberal development model, such as the Chilean 
one, given its historical origins and the role played by it in the international debate 
regarding the selection of appropriate policies for the developing countries, has produced 
two big groups of interpretations. For some, scholars and international organizations, 
?????????????????????? ??????? ????????????????????????????????????????????????????
On the other hand, for other people and academic entities, the Chilean reform process 
that allowed the consolidation of the neoliberal model, was a resounding failure.
Our vision is in same way close to the second group of interpretations, even when 
we never assumed in our research an optics that would make us choose between 
absolute failure and the total success of the Chilean model. Our position was rather 
?????????????????? ????????????????????????????????? ?????????????????????????????????
indissolubly associated with the success of their proposals.
In our methodologic proposal, if it is shown that the promises of the Chilean model 
????????????????????????????????????????????????????????????????????????????????????????
model implemented in the country could be considered a failure. That be true without 
it being strictly necessary to delve into the veracity of the model, analysing each one 
???????????????????????????????????????????????????????????????????????? ????????????????
???????????????????????????????????????????????????????????????????????????????????
demonstrated that the application of neoliberal policies would have been associated 
to the consecution of the promised successes, or at least not be an obstacle to their 
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For that reason, although we think that the Chilean model is so far from being the 
????????????????????????????????????????????????????????????????????????????????????????
success or failure by mean of a testing process of the multiples relationship between 
??????????????????????????????????????????? ????????????????????????????????????????





to provide a comprehensive view of the referred outcomes. On that basis, our focus 
?????????????????????????????????????????????????????????????????????????????????
other words, if the authentic outcomes of trade liberalization truly corresponded to 
?????????????????????????????????????????????????????
Therefore, our goal in this research was to analyse, in a critical way, the performance 
of the Chilean economy and the neoliberal model of development installed in this 
??????????????????????????????????????????????? ?????????????????????????????????????????
“Chilean economic trade openness and market liberalisation made it possible for the Chilean 
economy, from 1973 onwards, to equip itself with an adequate macroeconomic environment 
????????????????????????????????????????????????????????????????????????????????????
result, the Chilean economy produced a reallocation of its factors of production (capital 
and labour), from its most backward toward the more productive and globalised sectors. 
Because of this, labour was relocated towards sectors of higher productivity, witnessed greater 
remuneration, in turn improving domestic income distribution, the market competition and 
the competitiveness of its economy. This allowed the country to generate growth rates that 
led it to converge, both at the level of its GDP and productivity, with the more developed 
economies, especially those belonging to the OECD, to which Chile was incorporated in 
January 2010”.
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areas. Together, they account for all of the constituent aspects of the neo-liberal 




1. ?????????????????????? was focused on outcomes of trade openness and market 




at Chapter III, let us conclude that:




very similar proportion to before the trade openness. The incorporation 
????????????????????????????????????????????????????????????????????????
???? ??????????????????????????????????????????????????????????? ????
• Trade openness has clearly not fostered market competition or economic 
competitiveness. Chilean markets tend to concentrate more and more 
????????????????????????????????????????????????????????????????????????
compared to the level of the GDP of the country and the competitiveness 
of the economy rests only on low value-added commodities.
?? ???????????????????????????????????????? ?????????????????????
increasing the LSE participation in the generation of total employment 
??????????????????????????????????????????????????????? ?????????????????
has not been translated into higher remunerations. On the contrary, it has 
been used as a means of rent seeking by LSE.
• The presence of institutions of governance of labour markets, pushing 
down wages for small businesses, has consolidated the presence of 
????????????????????????????????????????????????????????????????????
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enables presence of low remunerations at the LSE Those institutions 
have consolidated mechanisms which, have reallocate resources from 
smaller businesses towards larger ones and from labour to capital, forcing 
???????????????????????????????????????????????????????????????????
??????????????????????????????????????
• Those institutions of governance of labour markets are one of the variables 
???????????????????????????????????????????????????????????????????????????
the income distribution and levels of poverty and inequality in Chilean 
society.
• A second variable and perhaps the more important one, is the presence 
of institutional arrangements, framed in neoliberal criteria, that regulate 
relationships among LSE and the remaining enterprises in the economy. 
Those arrangements impose institutionalisation of hard and asymmetric 
??????????????????????????????????????????????????????????????????????????
model widely applied by LSE.
?? ?????????????????????????????????????????????????????????????????????
of institutional governance, clearly harmful to the improvement of 
economic performance and to fair income distribution. However, it is 
???????????????????????????????? ?????????????????? ????????????????????
and to consolidate the disproportionate power of large business groups.
• This business model, embodied in the Chilean model of institutional 
governance, enforces several advantages for LSE: high reservation value, 
????? ??????? ???? ????? ???????????? ??? ??????? ???? ??????????????????????
???????????????????????????? ?????????????????????????????????????????
????????????????????? ???????????????????????????????????????????????
?????????????? ??????? ????????????? ??????????? ???? ????????? ???? ?????
concentrated by a small group of LSEs. This factor generates a powerful 
force that feeds iteratively economic concentration, but has the misleading 
appearance of being an automatic and natural phenomenon in the 
economy.
2. Our second area of research????????????????????????????????????????????????????
and macroeconomic policies that complement it, on the convergence of the 
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?? ??????????????????????????????????????????????????????????????????????????????
by the macroeconomic policies that complement it, has only produced a weak 
convergence of the Chilean economy with more developed economies.
• The target of full convergence of Chile with mores developed economics 
would be achieved, according to neoliberals and neoclassic economic theory, 
by a combination of macroeconomic equilibrium with changes in relative 
prices induced by trade openness and followed by a process of liberalising and 
resizing of the state role. This would automatically result in a better allocation 
of resources. However, this promised outcome of the Chilean model regarding 
convergence, has not been accomplished in forty years of openness, showing 
that the neoliberal model was unable to accomplish its forecasts and promises
?? ????????????????????????????????????????????????????????????????????????????
hypothesis that Chile is converging with the other OECD member countries 
in terms of product or in productivity. However, convergence tendency is 
?????????????????????????????????????????????????????????????????????????
take place, as a tendency, when the Chilean economy grows more than the 
average of OECD countries. That situation occurred, during 1990-1998, 
which is part of the golden period of the Chilean economy, however after that, 
convergence tends to disappear and is only observed because the regressions 
employed consider a 20-year period, during which at least 8 of them, Chile 
stood among the countries of biggest growth in the planet.
• Forecasting this convergence tendency in the long run is only plausible if GDP 
and productivity growth remains similar to that which was registered during 
the golden period, and may be assumed as an invariable tendency for at least 
one or two additional decades. Nevertheless, given that from 1997 onwards 
both processes lose energy, the convergence tendency has diluted its initial 
impulse. TFP and APL tend to be stagnant, despite the presence of periods of 
high economic growth. If the economy is growing without an improvement 
???????????????????????????????????? ???????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
of added value, encouraged by trade openness and liberalisation
?? ??????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????? ????????????????????????????????????
that real convergence would only be possible about a century after the onset 
of the liberalisation process.
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3. The third area of research? ????????????????????????????????????????????????????






process is highly disconnected from the process of resource allocation. Given 
that, it has been unable to transform the Chilean economy, at least not in the 
sense that the neoliberal model had proposed.
?? ?????????????????????????????????????????????????????? ????????????????????????
?????????????????????????????????????????????????????????????????????????? ??????
liberalisation process. On the contrary, it appears to be more strongly related 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????
• The institutions of governance associated with the Chilean neoliberal model, 
?????????????????????????????????? ????????? ???????????????????????????????
process of resource allocation and also delineated modalities of coordination 
????????????????????????????????????????????? ???????????????????????????????
The neoliberal institutions, from the outset of the model’s implementation, 
have been playing a critical role, determining the economic performance of 
the economy as a whole, more through institutions rather than through free 
market operation.
• Governance of the various domestic markets, built during the process of 
??????????????????????????????????????????????????????????????????????????
governance”. Their orientations are not aimed at the reduction of transaction 
??????????????????????? ????????????????????????????????????????????????????????
the market power of large companies that have come to dominate the country’s 
???????????????????????????????????????????????????????????????????????????????
companies can be observed, which has produced a worsening of the market 
??????????????????????????????????????????????????????????????????????????
share of any other enterprise that defy market power of the LSE. This dynamic 
has maintained depressed labour remunerations, favoured the adoption of low 
productivity labour-intensive technologies within the LSE sector, weakening 
the growth capabilities of the Chilean economy as a whole.
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• This particular model of governance is the source of the LSE’s vertical control 
of the markets and of the great market power that they have accumulated. This 





of which these chains are part and from that sectors, to the economy as a whole, 
???????????????????????????????????????????????????????????????????????????????
multifactor productivity in the Chilean economy.
4. The fourth area of research? ????????????????????????????????????????????????
arising from trade openness and market liberalisation, the quality of the 
???????????????????????????????????????????????????????????????????????????????
antitrust policies and the promotion of innovation and total factor productivity. 
??? ????????? ??? ????? ????????????????????????????????????? ??????????????????
??????????????????????????????????????????????????????????????
?? ?????????????????????????????????????????????????????????????????????? ??????
liberalisation of the economy, are highly conditioned by the bad quality of the 
country’s institutions. This is especially evident in the area of the relationships 
????????? ???????? ???? ???? ????????????? ??? ?????????? ????????? ???? ?????????
promotion of innovation and productivity growth.
• The lack of a relationship between openness and productivity contradicts the 
?????????????????????? ?????????????????????????? ???????? ???????????????????
growth process from these two strategies. However, if the Chilean economy is 
????????????????????????????????????????????????????????????????????????????????
?????????? ??????????????????????????????
?? ????????? ?????????? ????????????? ???? ??????????? ???? ???? ??????????? ???
???????????????????????????????????????????????????????????????????????????????
to be solidly installed in the Chilean economy.
• The bulk of the large Chilean companies are not part of global processes of 
innovation and competitive development. These companies operate mainly 
?????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????
from the global economy and locally in general is observable that around three 
????????????????????????????????????????????? ?????????????????????????????
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• The unique market challenges faced by these large incumbent companies 
?????????????????????????? ???????????? ??????????????????????????????????????
groups with all the hardness that institutions allow them.
• The country’s institutions clearly do not comply with the quality standards 
???????????? ??????????????????????????????????????????????? ????????? ?????
vicious circle in terms of the relationship between openness and productivity, 
????????????????????????????????????????????????????????????????????????????????
innovation and total factor productivity in the Chilean economy.
5. ???????????????????????????????????????????????????????????????????????????????
the growth process, income distribution and levels of poverty and inequality. 





economic growth of the country declined steadily.
?? ?????????????????????????????????????????????????????????????????????????
use of resources, induced by trade liberalisation, even during the golden 
period. During that decade, only between 1991 and 1997 the TFP increased 
at the aggregate level, however the bulk of the growth, as has been reported, 
????????????????????????????????????????????????????????????????????????????
productivity of these. Conversely, there was abundant evidence to show that 
???????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????
cheap labour and natural resources of the country.
• In terms of social aspects, it was visible that lowering GDP growth, during 
some years, was the source of changes in the distribution of incomes of people 
and families, and stemming from that circumstance, changes in the proportion 
of the Chilean population living under the poverty line. For that reason, despite 
the fact that in some years of the analysed period changes to the number people 
under the poverty line seem to be a consequence of growth that does not ??????
inequality, because the causal relationship among these variables shows to be 
?????????????
• The Chilean process of economic growth has not been able to reduce poverty 
in the way that was promised by the supporters of Chilean model. On the 
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contrary, the Chilean economy is showing increasingly less capacity to produce 
???????????????????????????????????????????????????????????????????? ????????
to-low level of incidence on the poverty reduction.
• Contrary to the neoliberal hypothesis, in the Chilean economy, only has been 
???????????????????????????????????????????????????????????????????????
only when GDP presents a very high growth rate, but that kind of poverty is 
???????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
achieving full poverty eradication will become an unrealistic goal.
6. The ?????? ????? ??? ???????? was focused on the analysis of setting up and 
upgrading of the institutional environment and institutional arrangements 
???????????????????????????????????????????????????????????????? ???????????
the real impact of trade openness and market liberalization over the Chilean 
??????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????
• The Chile s´ neoliberal institutions were created by a set of voluntary actions, 
implemented by the most powerful economic and political actors of Chilean 
???????????????????????????????????????????????????????????????????????????
scholars, supported by the military power emerging from a bloody coup de 
état. They had the prerogative to take unilateral decisions, not submitted to 
any multi-agent negotiation process regarding the institutions to be created.
• The members of the neoliberal groups emerging after the coup, built institutions 
??????????????????????????????????????? ??????????????????????????????????????
emerge when the interest of dominant groups and subordinated groups do not 
coincide. The unrestricted power of dictatorship was the tool utilized by them 
in order to implement their institutional model.
• The establishment of the new institutional environment and new institutions 
?????????????????????????????????? ???????????????? ?????????????????????????
impact of trade openness and market liberalisation.
• The “free” operation of the price system associated with trade liberalisation, 
have failed to impose the force of such price system, over the market governance 
institutions. If price system is understood as the means by which each single 
??????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
induced by trade openness.
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• The Institutional arrangements that predominate within goods, services and 
??????? ??????????????????????????????????????????????????????????????????? ?????
?????????????????????????????????????????????????????????????? ?????????????
possibilities for poverty elimination, inequality reduction and the building of 
an economy which produce aggregate value, all of them outcomes promised 
by neoliberal when they start installation of the Chilean model.
In sum, in the course of this research, we have demonstrated that in a full open 
???????????????? ?????????????????????????????????????????????????????????????????????
improvements in competitiveness and productivity. In addition, maintaining a pro-
market orientation, achieving a certain macroeconomic balance, and driving some 
institutional macro reforms, is not enough to achieve a genuine development process.
????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????? ???????????????????????????????????????????????
evidence supporting the conclusion that the outcomes of the process of opening and 
liberalization have not been achieved in the way that the neoliberal model had promised. 
There is a lot of evidence reported in this research that, additionally suggests as a 
????????????????????????????????????????? ????????????????????????????????????????????
of institutional factors than of the price changes induced by trade openness.
?????????????????????????????????????????????????????????????????????????? ??????
liberalisation did not allow the Chilean economy to equip itself with adequate institutions 
of governance. Perhaps the public budget has been managed responsibly and the 
national accounts show goods indicators, but these elements have not been enough to 
allow to the Chilean economy to be capable to adequately deal with its development 
????????? ?????????????????????????????????? ?????????????? ???????????????????????
???????????????????? ?????????????????????????????????? ????????????????????????????
???????????????????????????????????????????????????????????????????
9.2. Outcomes of Neoliberal Proposal about “Resource 
Allocation based on Right Prices”
Given that trade openness has failed to introduce a system of “right prices”, because 
????????????????????????????????????????????????????????????? ???????????????????????
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????????????????????????????????????????????????????????????????????????????????????
more productive and globalised sectors.
An appropriate reallocation of resources based on market mechanisms, requires that 
prices of various production factors be correlated to productivity, and in turn, be 
correlated with their relative scarcity. However, if the remunerations of the main 
factors of production, capital and labour, are not determined on such basis, it is highly 
unlikely that both factors may be properly allocated in the economy.
The data provided in the course of this investigation shows how productivity does not 
increase remunerations. Productivity is much higher in large Chilean companies that 
are only 1.3% of the total formal enterprises. On the other hand, in the remaining 





and the low wages paid to workers that generate that value.
????????????????????????????????????????????????????????????????????????????????????????
??? ???????????????????????? ??????????????????????????????????????????????????????
Chilean economy allowed. However, that impact was weak and intermittent, producing 
little more than a decade of high levels of growth, which stalled when it was necessary 
????????????????????????????????????????????????????????????????????????????????






lead to higher multifactor productivity and that the hoped presence of technological 
spill overs and linkages did not happen automatically or did not happen at all.
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 522
522
If we evaluate the way in which Chilean neoliberals manage the weak evolution of 
TFP aspects of the economy, it is clear what, within the imaginary of the neoliberal-
?????????????????????????????????????????????????????????????????????????????????????
the neoliberal proposal, build the sustainability of GDP growth process based on a 
productivity growth dynamic, is not visualized as a vital problem. They seem to believe 
???????????????????????????????????????????????????????????????????????????????????????





incumbent groups, to change the institution’s status quo, nor to sequentially introduce 
transformation of productivity development strategies.
Quite the opposite of the neoliberal view, openness and free market reforms were not 
????????????????????????????????????????????????????????????????????????????????
the general design of openness process. On the contrary, such outcomes are heavily 
dependent on the historical, political and social characteristics which that environment 
?????????????????????????????????????????????????????????????????? ????????????????????????
strategies or, as it also can, in other cases, be a catalyst for a development model inclusive 
and centred on the increase of the generation of added value for the market.
If it is estimated that the opening and liberalization of markets, cannot but produce a 
new price system based on the absence or minimization of state regulation and thus 
???????? ???????????????????????????????????????????????????????????????????????????
The price system is the heart of the institutional framework necessary for any economy 
and success will be assured if that institution operates as freely as possible, regardless 
of the environment and institutional arrangements within which it operates.
The Chilean case here analysed, shows that the free price system should not be 
considered as the key institution which by itself determines the whole institutional 
environment. The price system, in light of the Chilean case, seems to be just another 
institution, which, depending on its interaction with the rest of them, can enhance or 
degrade the process of resource allocation. Given this, an adequate development strategy 
should not be evaluated only in terms of the degree of openness and liberalization of 
its markets, but on base of the national capacity to ensure that both measures do not 
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feed the vicious circle of political structures which, do not constrain the use and abuse 
of power by the economic and social actors of greater relative power.
The Chilean trade openness is so far to constitute, “per se”, a negative element for the 
Chilean economy. On the contrary, it has brought many positive elements and, in 
?????????????????????? ?????????????????????????????? ???????????????????????? ??????
considered a path of no return. However, our impression is that the institutional building 
mechanisms that, supported on a neoliberal view, have accompanied these processes, 
???????????????????????????????????????????????????????????????????????????????????
sectors and social and economic actors, that would enhance productivity. In other 
??????????? ??????? ??????????????????????????????????????????????????????????? ??????
constrain the possibilities of the economy to move toward a more inclusive development 
model. On the contrary, their focus was placed on building an economic space that 
??????????????????????????? ??????????????????????????????????????????????????????????
investment and the domestic economic powers, even that space be unsustainable in a 
?????????????????????????? ?????????????????????????
Chile shows a very high correlation between GDP growth and the cycle of the high 
prices of commodities, rather than to the evolution of neoliberal reforms that intended 
??????????????????????????????????????????????????????????????????????????????
improvement, through changes in relative prices.
If in the Chilean economy, presence of high productivity and inclusive institutions are 
??????????????????????????????????? ????????????????????????????????????? ?????????
to be able to support some sort of sustainable convergence towards a similar GDP per 
capita level of some of the less developed OECD European countries.
??????????????????? ????? ??????????????????? ?????????? ?????????????????????????????
that their economic authorities needed to adopt a more activist position to overcome 











lack of an adequate institutional development. That traps may be self-supported by 
????????????????????????????????????????????????????????????????????????????????
predatory conducts dominate behaviour of some economic or social agents. That kind 
??????????????????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????




In general, it is clear that predatory institutions lead to economic stagnation, feeding the 
presence of institutional tramps. There are political and economic factors determining 
??????????????????????????????? ????????????????????????????????????????????????????????
political and economic institutions, international trade, and economic policies.




increases the likelihood that “inequality traps” will emerge. In this way, we show how 
?????????????????????????????????????????????????????????????????????????????????????
high concentration of ownership of production factors and incomes.
????????????????????????????????????????????????????????????????????????????????????
growth and rapid equalisation of income arise, relying on manufacturing power, the 
????????????????????????????????????????????????????????????????????????????????????????
sectors. However, clearly that was not the Chilean case after the end of dictatorship.
???????????????????? ????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
This happens at the level of the unequal generation of the added value of intercompany 
????????????????????????????????????????????????????????????????????????????????????????
income levels and also the also biased consumption of Government and intermediate 
??????????????????????????????????????????????????????????
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A core outcome of the neoliberal institutional framework has been the asymmetric 
???????????????????????????????????????????????????????????????????? ????????????? ????
has in turn consolidated, as a by-product, the unequal distribution of the capabilities 
of producing and distributing the produced added value between all those agents. In 
???????????????????????????????????????????????????????????????????????????????????????
under the appearance of normalcy.
The institutional installation of this framework has been heavily guided by what 
neoliberalism conceives as desirable economic relationships, i.e. the superiority of an 
individualised market-based competition over other modes of economic organisation. 
However, in the Chilean case, this has not been the result of spontaneous evolution 
occurring because of human action. It is clear that it is an outcome of a neoliberal 
design imposed through violence and the control of political institutions.
9.5. Neoliberalism and Convergence
The presence of enduring convergence was not the one that neoliberals declared would 
be produced by the changes in the relative prices of the economy, delivered by trade 
openness and market liberalisation.
????????????????????????????????????????????????????????????????????????????????????????
variables such as the raising GDP, the slow improvement of the political framework, 
high income inequality, a weak institutional quality and weak income redistribution. 
Chile demonstrates a model whereby a not fully democratic political process, the 
????????????????????????????????????????????????????????????????????????????????????
the economic growth dynamic and possibilities of convergence.
The articulation of all these elements has been transforming the Chilean economic 
??????????????????????????????????????????????????????????? ????????????? ?????????????????
to install new rules of the game in Chile that would lead the country towards a real 
???????????? ???????????????????????????????? ????????????? ??????????????????????????
????????????????????????????????????????????????????????????????????????????????????????
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an inclusive and productive economic development path, nor produced the outcomes 
originally promised by the neoliberal model, as, for instance, a quick process of 
convergence to remaining OECD countries.
Our research shows that openness was, without a doubt, correlated with the process 
of economic growth and also with the Chilean institutional evolution. The central 
challenge to Chile is one of productivity, and its convergence with the more developed 
countries is dependent on the evolution of this variable. However, given that this 
challenge cannot be solved at the technological level, but only at the institutional one, 
successive democratic Governments from 1990 to 2009 have unfortunately tried to 
tackle these transformations following the institutional recommendations proposed 
??????? ????????????????????
????????????????????????????? ??????????????????????????????????????????????????????????????
declined, GDP growth lost its former dynamism, inequalities increased or remained 
unchanged, and the hope for convergence was repeatedly postponed, without ever 
???????????????? ????????????????????????????????????????????????????????????????????
Chile has been weakly converging, over the long term, with OECD countries, this 
convergence requires very high rates of economic growth to be realised, and these seem 
to be a scenery increasingly elusive for the Chilean economy. The conclusion we have 
drawn is that the long-awaited convergence can only be assumed as a general trend. 
???????????????????????????????????????????????????????????????????? ?????????? ????
this objective, it is highly unlikely that this will occur over the course of this century.
9.6. Governance of Productivity and Spreading of Technical 
Progress
Productivity growth is not only a technological issue, nor can it be considered dependent 
only on institutional factors, being rather a result of a wide group of factors which 
???????????? ???????????????? ???????????? ??????????????????????????????????????????
From this perspective, the neoliberal strategy of openness and liberalisation was 
???????????????????????????????????????????????????????????????????????????????
increased competitive pressures on domestic producers, greater domestic access to the 
international production processes and technologies that qualify as best practices, and 
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????? ???????????????????????????????????????? ???????????????????????????????????????
appear because the appropriate institutional framework was not in place.
????????????????????????????????????????????????????????????????????????????????
openness do not generate economic and productivity growth if markets are not fully 
competitive and if there is not a suitable institutional structure endowed with an 
??????????????????????????????? ???????????????????????? ???????????????????????????
condition to share the created wealth amongst all economic and social actors. Instead, 
it reaches only a few business groups that control economic and political institutions.
The constraints to GDP growth, which Chile has been presenting from the beginning 
of this century, can be clearly attributed to a structural fall in the TFP and not to 
??????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
increasing volume of production factors to produce decreasing levels of product. This 
??????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
with regards to the remaining countries of the Latin American region, its productivity 





technological progress from the global markets to Chilean companies, specially LSE 
?????????????????????????????????????????????????????????????????????????????????????
companies.
Nevertheless, in practical terms, only a few larger enterprises have taken advantage of 
these new possibilities. That means that market and technology access has tended to 
??? ?????????????????????????????? ????????? ???????????????????????????????????????
governance and mechanism of technology spreading were not oriented by the system 
??????????????????????????????????????????????????????????????????? ????????????????????
institutional arrangement slanted towards fostering of business concentration. Chain 
upgrading is not a feature of the Chilean economy, for that reason technical progress 
is not spreading on the productive fabric and productivity has been lost or decreased 
throughout the analysed period.
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If Chile would proceed, for instance, to bridge its productivity gap with the USA, the 
???????? ??????????????????????????? ??? ???????????????????????????????????????
The growth of Chilean GDP pc would strongly react to a bigger elasticity education-
?????????????????????????????? ???? ???? ???????????????????????????????????????????????
utilisation of workforce and the impediments to investment in physical capital, because, 
given its current high elasticity productivity-education, the Chilean labour force has 
a level of education higher than the USA has at the same level of primary incomes.
Higher productivity would allow Chile to not only use both physical and human 
???????? ???????????????????????????????????? ?????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????????
in productivity. This factor would allow the Chilean economy to provide a renewed 
impetus to the process of GDP growth, facilitating the closure of the productivity gap.
For a country like Chile, with unemployment rates close to 8%, with high rates of 
?????????????????????????????????????????????????????????????????????????????????????
must be determined by on the development of national capabilities to obtain a raise in 







9.7. The Neoliberal Model Transform Predatory Business 
Practices in Institutions of Governance.
In Chile, the neoliberal proposal has become a contradictory corpus of ideas, composed 
by a discourse that advocates competition and free markets, but actually operates as 
a driver of the market power concentration, fostering oligopolistic markets. Given 
this, the impact of business models developed under the umbrella of neoliberal market 
??????????????????????????????????????????????????????????????????????????????????
trade openness, and hence reducing its impact.
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?????????????????????????????????? ?????????????????????????????????????????????????????????
with oligopolistic markets do not disappear with the arrival of trade openness, and 
therefore cannot be considered a transitory phenomenon, likely to disappear when 
openness has been fully achieved.
?????????????????????????????????????????? ??????? ??????????????????????????????
in several articles and investigations, many of which have been cited in this dissertation 
?????????????????????????????????????????????????????????????????????????????????








the most developed economies.
These and other abusive practices that are part of the business model of large companies, 
are so numerous and important, that they put at risk the survival of the weakest 
companies, being possible given the presence of institutional arrangements that make 
??????????????????????????????????????????????????????????????????????????? ????
???????????????????????????????????????????????????????????????????????????????????????
a dominant position and the implementation of predatory practices by some of their 
large clients.
??????????????? ???????????????????????????????????????????????????? ??????????????????
to the business procedures imposed by their large clients. As has been reported in the 
previous chapters, in practically all sectors it is observed that, the higher the market 
concentration, the more adverse the negotiation conditions that small and medium 
suppliers must face, without mentioning that said practices would be more recurrent. 
???????? ???? ???? ????????????????????????????????????????????? ?????? ??????????
referring only to the presence of a predatory pricing policy, an issue otherwise widely 
??????????????????????????????????????? ???????????????????????????? ?????????????????????
the LSEs, of a large-scale use of their position and size as a tool of negotiation. Those 
practices constitute a pro concentration device that protect LSE from competition, 
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??????????????? ?????????????????????????????????????????????????????????????????????





situation reinforced by the rules that facilitate the presence of oligopolistic capital 
markets, closed to competitive practices and characterized by high bargain’s asymmetries 
between lenders and credit-seekers.
In Chile, after imposition of neoliberal model, there is no legal option to denounce the 
growing concentration of trading channels that has been generating a close integration 
?????????????????????????? ???????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
institutional arrangements support the unrestricted maintenance of such business 
practices, understood from the neoliberal view, as a mere defence of “property rights”, 
“economic freedom” and the “autonomy of private enterprise vis-à-vis the state”.
The predatory business model, assumes the role of the dominant companies to be 
detached from any assumption of responsibility in relation to their stakeholders as 
a whole, understanding that they can conduct any kind of activities that the law 
???????????????????????????????????????????????????????????????????????????????????????
business model includes a strong, yet not always legal, intromission of LSE into the 
parliamentary process of law-making, in order to legally avoid subjection to controls 
from the state authority. However, there is some kind of “bad conscience” in connection 
with this topic, on the part of the business and academic groups that promote the 
neoliberal approach.
Following the neoliberal reasoning, in the public declarations of the main Chilean 





?????????? ???????????????????????????????????????????? ????????????? ?????????
ranking members of the main economic groups, have received substantial bribes to 
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???????????????????????????????????????????????????????????????????????????????????
market of such business groups




in Chile which give rise to doubts regarding their outcome. These arrangements 
???????????????????????????????????????????????????????????????????????????????????????
production or marketing of products, or cases in which companies with high market 
share, systematically charge prices below costs, with the objective of scape from market 
competition. In each case, FNE is denoting predatory behaviours, operating through 
prices or other administrative mechanisms, which are unfair and detrimental to the 
economy and society.
That business model as a whole has consolidated institutions of market governance 




prices of cooper during that period.
9.8. GDP Growth and Economic Concentration
???????????????????????????????????????? ?????????????????????????????????????????????
Chile’s problem is that, having reached a high level of GDP throughout its period of 
faster growth, it is now a country with a medium-high income. Thus, it would not 
????????????????????????????????????????????? ?????????????????????????????????????????
of an emerging low-income economy, when it is in fact already an almost developed 
country. However, if we follow this reasoning, we must conclude that if such high 
rates of growth have not allowed Chile to converge with the levels of GDP per capita 
characteristic of a developed country during the golden period 1985-1997, in the 
future it would be hardly possible for the economy to grow at the levels required 
?????????????????????????????????????????????????????????????????????????????????
achievable, it would scarcely be possible for the promised economic convergence to 
be feasible in the future.
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As we have delineated previously, economic concentration in a small group of large 
?????????? ??????????????????????????????????????????????????????????????????????????????
???????????????????????????????????????????????????????????????????????????????????????
sector and others, has reached unprecedented proportions. This situation, of clear 
institutional roots, generates higher incomes for these groups than in a competitive 
???????????????????????????????????????????????????????????????????????????????????
The institutional variables have become relatively impervious to the processes of 
economic openness and liberalisation. Consecutively, this strongly limits the convergence 
of Chilean economy’s productivity, which would aid in the reduction of both poverty 
??????????????????? ??????????????????????????????????????????????????????????????????????
governance structures in which an institutionalised economic structure makes it easier 
??????????????????????????????????????????????????????????????????????????? ??????
??????????????????????????????????????????????????????????????????????????????????
Chilean neoliberals, is balanced out by the presence of high social losses emerging from 
??????????????????????????????????? ??????????????????????????? ??????????????????
In the Chilean economy, as has been reported in this dissertation, it seems clear that 
??????????????????????????????????????????????????????????????????????????????????????????
depress the process of domestic investment and productive improvement in a way 
highly related to the institutional structure in which the economy is developed.
Our analysis reveals other features that characterise the current stage of development in 
??????????????????????????????????????? ??????????????????????????????????????????????????
factors from the political, economic, social and institutional realms are of key importance. 
Particularly important are those linked to the 1980 constitution, who made form and 
coherence to an institutional environment that frame to governance institutions who 
interacting with the authoritarian neoliberal-political-institutions that remain in the 
Chilean post-dictatorship, has allowed the survival in the country of the neoliberal 
model of economic development.
9.9. Regressive Income Distribution as a by-product of 
Governance Institutions
These weaknesses of Governance Institutions associated to the Chilean model produced 
problems not only in the economic area, they also produced very important social 
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issues relating to income distribution. That was empirically demonstrated in our 
????????????????????? ???????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
distribution, at a household level, is rooted in the fact that the Chilean economy 
displays a strong concentration in the ownership of productive assets and its markets 
are not competitively structured.
?????????????????????????????????????????????????????????????? ??????????????????????
years and the changes in its economic structure and long-term income distribution, 
the Chilean economy maintains high and persistent levels of inequality over time, 
???????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????? ?????????????????????
in 1974 structurally transformed the institutional structure of the Chilean economy 
??????????????????????????? ??? ????????????????? ?????? ??????????????????????????
allocation process associated with the reduction of the State role in economic activities, 
produced an increase in the levels of inequality that reached their peak in the mid-
1980s. That dynamic could not be corrected during post dictatorship governments that 
only use as a policy tool, strengthening of trade openness and market liberalisation.
Thirdly, we showed how, although the strategy of the governments inaugurated in 
the 1990s was to reconcile economic growth with higher degrees of equity, levels 
of inequality in Chile continued be particularly elevated, whether measured by the 
???????????????????????????????????????????????????????????????????????????????????
or the poorest.
9.10. The Economic Relationships between Sizes of Enterprises 
?????????????????????????????????? ?????????????????????????????
of resource s´ allocation
?????????????????? ???????????????????? ????????????????????????????????????????????
order to visualise not only the way in which sectorial relationships are displayed in 
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??????????????????????????????????????????? ???????????????????????????????????
of its convergence goals.
????????????????????????? ???????????????????????????????????????????????????????????
bulk of national intermediate demand, which is produced by large companies, is geared 
towards products and services produced by companies of similar size and productivity. 




a result of an automatic or involuntary process. On the contrary, it has been highly 
??????????????????????????????????????????????????????????????????????????????????????
of the economic game introduced by a combination of policies inherited from the 
dictatorship and enlarged and strengthened by the new governments.
The reluctance to introduce new antitrust legislation, secondly, the promotion of a 
???????????????????????????????????? ????????????????????????????????????????????
sizes, promoted by post-dictatorship authorities and thirdly, a wide group of business 
???????????????????????????????????????????????????????????????????????? ?????????
that, have greatly favoured the market s´ concentration and dramatically reduced the 
market share of companies of smaller relative size and not subject to the control of 
?????????????????????? ????????????????????????????????????????????????????????????
aggregate demand channelled to Chilean enterprises of larger size is an additional 
factor that has been heavily stimulated by the current institutional framework, that 
generally acts as a factor of market s´ concentration.
????????????????????????????????????????????????????????????????????????????????
powerful connections between the aforementioned weak economic linkages and the 
???????????????????????????????????????? ?????????? ???????????????????? ??????
the hands of a small number of business groups.
Given all these factors, after scrutinising the Chilean economic framework, it becomes 
clear that the limitations to build a national economic dynamic characterized by 
????????????????????????????????????????????????????????????????????????????
and the most immediate consequences of this situation, the reduction of productivity 
?????????????????? ???????????????????????????????????????????
529275-L-sub01-bw-Roman
Processed on: 20-2-2019 PDF page: 535
535
9.11. The Institutional Environment after the Dictatorship 
Period
The Chilean Constitution of 1980 has been acting as safeguard to any institutional 





new ways of confronting the institutional traps of the neoliberal model, which are 
almost impossible to tackle without incorporating into the economic activity new 
rules of the game, more democratic and inclusive.
During the analysed period, the main areas which the post-dictatorship governments 
boosted just nominally and that would have made possible eroded the bases of the 
neoliberal order, were mainly:
• Re-democratization of channels of representation of the interests of citizenship, 
??????????????????????????????????????????????????????????????????????????????
not subject to minimum standards of transparency
• Impulse to new forms of State interaction with civil society, that empower it 
beyond the hard limits that impose parliamentary structures that, although 
supposedly represent the popular will, in reality severely distort it, given the 
electoral norms inherited from the dictatorial period.
• New channels and structures of people s´ participation at micro level.
• A new role of the political party system, democratizing their internal 
organization, forcing them to provide greater levels of internal transparency 
and institutionalized practices of accountability before citizens.
On the contrary, in all those areas, post-dictatorship governments have consolidated a 
????????????????????????????????????????????????????????? ????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
of citizens and related to governance arrangements, have been concentred only in 
??????????????????????????????????????????????? ?????????????????????????????????????????
society or empowered citizenship.
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The problems linked to these areas, are particularly harmful because they constitute 
the natural space in which are placed the real possibilities to develop a broad coalition 
in favour of institutional changes. That is the basic condition necessary to overcome 
??????????????? ?????? ??????????????????????????????????????????????????????? ?????????
will not possible to deal with a real reform process, that might enable overcome the 
already quoted institutional traps.
???????????????????????????????? ???????????????????????????????????????????????????
??????????????????????????????????????????????????????? ?????????????????????????????




decline in the level of GDP to sub- optimal ranks.
??????????????????????????????????????????????????????????????????????????????????





implemented, would be the cause of the stagnation of the Chilean economy. In other 




????????????????????????? ????? ?????????? ??????????????????? ??????????????????
and 1989, growth was it was only 3.34%. The same happens with foreign investment 
which, during the period under study, reached the highest levels in the history of Chile, 
??? ??????????????????????????????????????????????????????????????? ???? ???????????
there are more empirical backgrounds around which to endorse our interpretation, 
than to value that of the neoliberals.
However, the criticism of the hardest neoliberal wing, towards the performance of 
the Chilean economy post dictatorship has been very hard. Especially the neoliberal 
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??????????? ??????????????????????????????????????????????????????????????????????
to think that the main policy errors of period 1990-2009 are grounded in the fact 
that the non-neoliberal economists and the new political authorities, have assumed 
that any market’s failure require some kind of compensatory State intervention. 
Quite the opposite, for them, market s´ failures are less important than the reciprocal 
state’s failures, being “the remedy worse than the disease”. As a result of that way of 
seeing things, any State intervention would be negative. Given that, the presence of 
?????????????? ?????????????????????????????? ???????????????????????????????????????
distribution, or any similar problem, would not constitute is not a serious issue for 
neoliberals. Far worse would be any State s´ intervention that attempts to correct that 
kind of malfunctioning.
The institutional blockades that have prevented progress in the deployment of a new 
development model, have given some weight to neoliberal criticism. The alleged 
??????????????????????????????????????????????????????????????????????????????????
the presence of institutional blockades to the non-neoliberal policies. To that fact, has 
been added an important lack of willingness to change on the part of the “progressive 
elite” and the capture from another part of it by the powerful neoliberal economic 
forces. Unfortunately, to date, the Chilean political system has been unable to deal 
adequately with these issues.
9.12. Neoliberalism as a Meta Institution
The neoliberal proposal that is in the roots of the Chilean model, has been acting 
as a meta-institution, i.e., an institution that structures the choices of institutions. 
??????????????????????????????????? ???????????????????????????????????? ??????????




crucial role to safeguard functionality and coherence with neoliberal principles of the 
model of development implemented in Chile, and with the interests of larger business 
groups that control the economic life as a whole.
The Austrian school, which has inspirited original Chilean neoliberal proposals, already 
considered that some regularities, later interpreted as institutions, may emerge from 
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sequential interactions between agents, being advantageous to their interest and hence, 
??????????????????? ????????? ????????????????????????????? ??????????????????? ??????
???????????????????????????????????????????????????????????????????????????? ?????????
??? ??????????????????????????????????????? ??????????????????????????????? ???????????
independent of the outcomes of economic model implantation, neoliberalism granted 
a conceptual order to building institutions. That order does not depend on operational 
success of established institutions, but on their consistency with the general institutional 
?????????? ?????????????????????????????????????????????????????? ????????????????
the more radical neoliberal academic nucleus formed in Chicago supported that point 
??????????????????????????????????????????????????????????????????????????????
sense permeated by politics. Given that, the central element that start to “sell” the 
Chilean neoliberal elite, was the success of its model in terms of its outcomes and not 
on the logical coherence of its proposals. On that basis, from the world of academia 
???? ???????????????????????????????????????????????? ??????? ?????????????????????????
????????????????????????????????? ????????????? ??????????????????????????????????????
allowed them to assume that the neoliberal model, by not using “Austrian arguments” 
????????????????????????????????????????????????????????????????????????????????????
as a neutral economic model, structured on the basis of the “good economics” criteria.
Contrary to the vision of Hayek, the neoliberal order that emerged from the practical 
implementation of the Chilean model, clearly does not matched to some evolutionary 
course of action. On the contrary, it corresponds to an a priori design, which was 
imposed to the Chilean economy and society. This design has been embodied in 
a coherent group of neoliberal institutions and imposed from the political sphere. 
???????????????????????????????????????????????????????????????????????????????????
violence and then using the weakness of the new elite in power. All that was coupled 
????????????????????????????????????????????????????? ????????????????????????????????
structures constructed during the dictatorship period, at least without breaking the 
laws and the constitution inherited from the Pinochet s´ period.
??????????????????????????????????????????????????????????????????????????????????????
understood as a structure independent of the violent origins of that order, weakening 
???????????????????????????????????????????????????????????????????????????????? ??????
the model of development in which they are immersed. This situation has made 
possible enlarge the political support of the neoliberal status quo in some sector of 
the population.
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business groups, right wing political parties and also whit the leadership of progressive 
Chilean political forces who have come to power in 1990.





that the State should play in a market economy open to foreign trade and about the 
?????????????????????????????????????????????? ???????? ????????????? ??????????????????
??????????????????? ?????????????????????????????????????????????????????????? ?????








character of the economy through the political process.
???????????????????????????????????????????????????????????????????????????????????????
a situation that, in turn, adds force to the propensity of large business groups to be 
involved in rent seeking activities. This is the reason why the high predominance of 
??????????????????????????????????????????????????????????????????????????????????????
important proportion of the slow Chilean evolution in productivity and its consequences 
on GDP growth and its distribution.
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9.14. Creative Destruction or Creative Depredation?
?????????????????????????????????????????????????????????????????????????????????
Chilean institutions of economic governance, quite contrary to neoliberal promises, 
are not driving the Chilean economy towards a framework of market s´ competition. 
In contrast, the real outcome of the Chilean model has been a massive concentration 
?????????????????????????????????????????????????????????????????????????????
domestic markets.
The argument that concentration and market power would generate greater productive 
????????????????????????????? ??????????????????????????????????????????????????????
promoted by Chilean Neoliberals. They have emphasised the need to allow the 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
appeals to increase “creative destruction” in the Chilean economy.
This regressive process has been implemented from the high levels of the Chilean 
state, through the safeguarding of the institutional environment and through the 
???????????????????? ????????????? ??????????????????????????????????? ????????????????
both mechanisms, the implementation of a predatory economic model that dominates 
the value chain has been cultivated as a desirable practice by large companies. It 
consolidates their market power and has, therefore, become a key part of the economic 
institutions of the Chilean economy as a whole.
This strategy has ended up generating an oligopolistic market structure that discourages 
??????????????????????????????????????????????????????????????????????????????????????
corporations that are not operating in competitive markets, tend not to foster the use 
of innovation and productive improvement, which should be used as a mechanism to 
compete within each market. On the contrary, they promote the development of non-
??????????????????????????????????????????????????????????????????????????????????????
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Nevertheless, these companies, comfortably installed in quasi-captive internal markets, 
are moving in the opposite direction. Thus, as we have shown in this study, an outcome 




terms of simultaneously boosting the economy and the living conditions of the 
Chilean population. In fact, practically all evidence reported in this dissertation, openly 
???????????????????????????????????????????????????????????????????????






2. A higher level of imported inputs and capital goods would generate variations 
???????????????????????????????????????????????????????????????????????????????






????????????????????????????? ????????????????? ?????????????????????? ????
availability of skilled human capital, which really determines the capacity of 
????????????????????????????????????????
Our research has allowed us to conclude that none of these channels acts in the same 
manner that neoclassical economy predicts, and neoliberal promotes. The increased 
intensity of imports, the drop-in equipment prices and the large amounts of FDI that 
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The neoliberal forecast about their own outcomes fails, as its proposal does not 
incorporate the actual variables that condition the real mechanisms of the resource 
allocation and absorption of new technologies into the economy. Their belief that 
trade openness would be able to provide the autonomous adaptation of economic 
agents, accomplished through the markets in response to price signal following trade 
?????????????????????????????????????????????????????????????????????????????????????
during this research.
The conclusions that we have drawn from this research shows that the predominant 
mechanisms which determine relative prices in the Chilean economy are far from 
???????????????????????????????????????????????????????????????????????????????????
Chilean markets, are not functioning as a neutral and technical device. To the contrary, 
the performance of real markets that are consistent with neoliberal institutional 
arrangements, create domestic forms of resource allocation that are deeply unfair 
??????????????
The Chilean economy, frequently used as a model by the neoliberal and neoclassical 
economists, shows that the trade openness can result in stagnant or declining productivity, 
despite the fall in the prices of equipment. Even though it has sometimes resulted in 
????????????????????????????????????????????????????????????????????????????????
natural resources, such improvements have not been achieved at the level of world-
class production practices.
Thirty-seven years of opening has only slightly changed this situation, and the 
??????????????????????????????????????????????????????????????????????????????????
technical progress. The large industries producing commodities that are intensive in 
??????????????????????? ?????????????????????????????????????????????????????????????????
which seems to obey neither the prices system running on the markets in which 
????????????????????? ???????????????????????????????????????????????????????????????
???????????????????????????????? ??????????????????????????????????????????????????
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9.16. It is Bad Competition?
However, there are some Chilean industries operating in highly competitive 
????????????????????????????????? ?????????????????????????????????????????????????






playing a central role and in which, no doubt, trade openness has introduced and 









domestic currency are a key competitiveness factor.




institutional environment that generally is associated to a lack of long-term sustainability.
????????????????????????????????????????????????????????? ???????????????????????????
????????????????????????????????????????????? ?????????????????????????????????????????
development of Chilean model began to undergo institutional transformations intended 
?????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????
essentially maintain this neoliberal development strategy believing that in that way 
would be possible to sustain the impressive rates of growth that Chilean economy 
????????????????????????????????????????????????????????????????????????????????????????
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????????????????????????????????????????????????????????????????????????????????????
life during the period 1990-2009.
9.17. The Quality of Institutions
?????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
of prices and a serious lack in the capabilities of institutions to induce an inclusive and 
?????????????????????????????????????? ??????????? ?? ?????????????????????????????
quality of the Chilean institutional framework is inadequate to produce a healthy 
openness-productivity-growth relationship.
It seemed important for us at this point to specify that institutional quality is crucial 
???????????????????????????? ??????? ??????????????????????????????????????????????????
the promotion of total factor productivity. Findings of worldwide research about that 
issue, allow us to conclude that competition policies are associated with better use of 
labour, and have synergies with innovation policies in countries that enjoy quality 
institutional environments, which is clearly not the Chilean case.
In the last decades, it has been gaining strength the point of view which sustain 
????????????????????????????????????????????????????????????????????????????????? ?????




After having demonstrated in several areas the failure of the supposedly successful neo-
liberal model implemented in Chile, we have shown how institutions are those who 
have played a central role in this failure. Institutional quality is of crucial importance 
?????????????????????????????????????????????????????????????????????????????????????
??????????????????????????????????????????????????????????????????????????????????
those promised in the neoliberal discourse.
The Chilean case shows how institutional quality, more than relatives prices, may 
act as an enhancing factor for technology transfers from the world frontier to those 
lagging behind, allowing the latter to theoretically catch-up with the leaders. Instead, 
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a country like Chile, which trails behind the technological level of more developed 
??????????????????????????????????????????????????????????????????????????????????????
after a growth golden age, relatively lower GDP and productivity growth rates that 
act as a boundary to its convergence process.
Having an institutional framework of good quality acts as a factor that promotes growth, 
technological and social innovation in an economy, good institutions can induce good 
choices, info sharing and good distributional outcomes, while bad institutions can 
??????????????????????????????????????????????????????????????????????????????????????
actual development stage of the country, Chilean neoliberal institutions are inhibiting 
economic growth.
9.18. Concluding Remarks




far more by the structure of political institutions and of economic governance than 
by the structure of relative prices.
The attempt to reallocate resources from the price system operates from the wrong 
side of the equation, since they are the institutions who play the essential role in this 
process. Despite this, it seems quite clear that the neoliberal emphasis on the pricing 
system, more than a policy proposal, has become a propaganda speech, which has 
????????????????? ???????????????????????????????????????????????????????????? ??????
while defending the neutrality of a free price system, hides their domination over the 
institutional fabric. That kind of speech keep cover the LSE s´ control over the process 
???????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????????
in that area, does not depend on the continuation of the Neoliberal model. On the 
contrary, launching a process of high GDP growth again will depend on the country’s 
capacity to change the neoliberal model, simultaneously developing its capacity for 
consolidating a new institutional fabric.
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In relation to the core question: Has the original neoliberal character of this model 
??????????????????????????????????????????????? ??????? ??????????????????????????????????
the course of our research, we have argued based on evidence that political institutions 
?????????????????????????????????????????????????????????????????????????????? ????
a country does not have a consolidated democracy.
?????????????????????????????????????????????????????????????????????????????????
these take the place of the process of democratic decisions making. This allows larger 
??????????????????????????????????????????????????????????????????????????????????????
???????? ??????????????????????????????????????????????????????????????
Not addressing these crucial problems on the part of successive post-dictatorship 
governments, allows us to conclude that at the political level, the institutions inherited 
from the period 1973-1989, have maintained their essential traits and those that have 
????? ????????????????????????????????????????????????????????????????????????????????
model. Given that is not possible demonstrate the presence of relevant changes to 
the core elements of the neoliberal model, it is sound assume that continuity widely 
predominates over discontinuity of it.
In economic terms, this conclusion is even more emphatic, because a new model of 
institutions of governance were neither built nor consolidated following the end of the 
dictatorship. Thus, whilst the neoliberal institutional environment has been inherited, 
institutional arrangements that have allowed this environment were based on post-
??????????????????????????????????? ?????????????????????????????????????????????????
????????????????????????????????? ????????????????????????????????????????????????????
in the economic area, between the period when the country was under a dictatorial 
??????????? ??????? ????????????????????????????????????????????????????? ??????????
Our research showed that in Chile 1990-2009, powerful interest groups seized economic 
???????????????????????????????????????????????????????????????????????????????????
providing conditions that enlarged democratic mechanisms, they were able to reduce 
the power of dominant social groups, during the period under analysis and beyond.
The presence of solidly institutionalized non-democratic mechanisms generates high 
???????????????????????????????????????????????????????????????????????????? ???????????
situation, the concentration of demand and the segmentation of the supply of goods 
and services enables the generation of economic models, feeding highly regressive 
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The answer to this institutional “Gordian knot” does not seem to simply be placed in 
the economic arena, but also the political. The re-activation of the social movements 
??????????????????????????????????????????????????????????????????????????????
political coalition that took place in the 2009 presidential elections, dividing that 
coalition into two halves, has produced a movement that has begun to threaten the 
survival the neoliberal rules of the economic and political game. The combination of 
????????????????????????????????????????????????????????????????? ?????????????????????




will be able to maintain its current path of economic progress, democratising its 
economic and social life, and maintaining at the same time a route of economic growth 
and social development, the neoliberal model may clearly be abandoned without any 
serious danger of authoritarian regression.
However, the institutional restructuring tasks, necessary to develop and consolidate a 
new development model, that allows overcoming the limitations of the neoliberal model.
Democratizing the Chilean economy and society, require that the Chilean political 
???????????????????????????????????????????????????????????????????????????????????????????
transition from dictatorship to the actual semi-sovereign democracy, that characterizes 
Chile today. Unfortunately, these capabilities do not seem to have consolidated to 
????????????????????? ??????????????? ?????????????????????????????????????????? ???????
economy and society should continue making a harsh journey through the desert 
of the neoliberal institutional traps, which will not allow them to arrive easily to the 
promised land of development.
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Samenvatting
Deze studie analyseert het economische beleid in Chili over de periode 1990-2009, 
?????????????????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????
instituties en van beleid die structurele economische veranderingen in gang zetten. 
????????????????????????????????????????????????????????????????????????????????
kader uitgewerkt, dat op verschillende dimensies is getoetst met behulp van statische 
gegevens van de productiestructuur, huishoudbestedingen, bedrijfsinvesteringen, 
overheidsinkomsten en uitgaven, en handelsdata. Daarnaast is gebruik gemaakt van 
micro- economische modellen van factorproductiviteit en loonvorming, en macro-




beperkt aantal bedrijven. Er is weliswaar sprake van economische groei, maar de beoogde 
???????????????????? ?????????????????????????????????????????????????????????????










Ter afsluiting wordt geconcludeerd dat in Chili gedurende de periode na de dictatuur 
niet is voldaan aan de centrale neoliberale hypothese dat vrije marktprijzen bijdragen 
??????????????????????????????????????????????????????????????????????????????????
dat de institutionele transitie geen gelijke tred heeft gehouden met de aanpassingen 
in het economische beleid. Daardoor is de bedrijvenstructuur sterk geconcentreerd 
??????????????????????????????????????????????????????????
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